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THE CHANGING FACE OF HEALTH CARE: THE 
MOVEMENT TOWARD UNIVERSAL ACCESS 



MONDAY, DECEMBER 11, 1989 

House of Representatives, 
Select Committee on Children, Youth, and Families, 

Washington, DC. 

The select committee met, pursuant to notice, at 9:46 a.m., in the 
Devaney Lecture Hall, Albertus Magnus College, Aquinas Hall, 700 
Prospect Street, New Haven, Connecticut 06511-1189. 

Members present: Representatives Morrison and Evans presid- 
ing. 

Staff present: Jill Kagan, professional staff; and Dennis G. 
Smith, minority staff director. 

Mr. Morrison. I wouM like to call to order this field hearing of 
the House Select Committee on Children, Youth, and Families. I 
would especially like to welcome my colleague. Lane Evans, from 
Illinois here to New Haven. We are pleased to have the opportuni- 
ty to look closely at the subject, "The Changing Face of Health 
Care: The Movement Toward Universal Access 

The Select Committee on Children^ Youth, and Families is hold- 
ing this hearing to examine the impact on children and families of 
the United States, outmoded means of financing health care and to 
explore alternative systems that provide better care. 

I want particularly to thank our Chairman, George Miller, for 
authorizing this hearing, and the staff of the Select Committee on 
Children, Youth, and Families; especiaJJy Jill Kagan, for their ex- 
cellent work in organizing the hearing. I also want to thank Janet 
Rozen and Stuart Gaul of my personal staff for their help as well. 

Over the past few years, I have spent a great deal of time work- 
ing with people here in Connecticut on this issue. I am happy to 
have the opportunity today to explore it further and to share some 
of what I have learned. 

While today's hearing will ^ocus on the problems of children and 
families, the failings of American health care have not been limit- 
ed to these groups. All Americans now live with a ^'system'' that is 
too bureaucratic, too expensive, and provides inadequate care to 
many people. Further, we are unwilling to recognize that A\e do not 
have a system so much as an enormous coincidence. 

This leads us to try to resolve our problema by addressing the 
health care problems of only a portion of the population. This proc- 
ess of focusing on bits and pieces of our health care problems is 
driving this country toward a multi-tiered system of health care in 
which some go without needed care while others pay too much to 

(1) 
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defray the cost of treating the uninsured. The most recent failure 
of this philosophv was the now-repealed Medicare Catastrophic 
Coverage Act of 1988. Although the population it targeted was very 
different from the onp we will consider today, we have much to 
learn from its failure. 

As long as we continue to take this band-aid approach to the 
issue, dealing with problems by tinkering with Medicare and Med- 
icaid and private health insurance programs, we will continue to 
have inequities in the cost of and access to care. And we will con- 
tinue to waste billions on needless paperwork and red t^pe. Devel- 
oping an efficient and equitable plan for broad reform of our 
health care system is one of my highest goals. The United States is 
the only nfyor industrialized nation without a national health care 
or health insurance system. 

Oyer the last few years, I have met extensively with a Medical 
Advisory Committee, composed of a number of physicians from this 
area, to discuss exactly how we feel such a system should be struc- 
tured. We have been particularly intrigued by the system of health 
insurance in place in Canada. Even a cursory look at the health of 
Canadians and Americans shows that Canada has a lower rate of 
infant mortality than does the United States. Also, the life expect- 
ancy of Canadian citizens is longer than that of Americans. More- 
over, thoir better health is purchased at a lower cost. While the 
United States spends over 11 percent of our Gross National Prod- 
uct on health care, Canada sperls only 7 to 8 percent of its GNP 
on the same function. 

I ana convinced that we need a system of universal health insur- 
ance similar to the one in place in Canada. Such a program should 
be provided as social insurance similar to the way that Social Secu- 
rity provides for death, disability, and retirement benefits. The fi- 
nancing system should be broad-based, progressive, and sufficient 
to sustam the program. Only in this way can we assure a base of 
support broad enough to make the program viable. The shortcom- 
"[gs of any other approach are apparent in the underfunding of 
Medicaid and the massive numbers of those eligible for such anti- 
poverty programs as WIC and Head Start who cannot be included 
because of underfunding caused by misplaced budget priorities. 

The number of Americans who are in agreement with me is 
clearly on the increase. Constituents holding varied political beliefs 
tellmg me that the time has come for a system of universal 
health insurance. One Midwestern Senator returning from the 
August recess told the Washington Post that 70 to 80 percent of the 
consfituents with whom he spoke at town meetings supported a Ca- 
nadian style system. Stories abound of small business owners who 
have faced crippling health insurance expenses after even one 
enormously expensive illness of an employee or the dependent of 
an employee. Executives of America's largest corporations, Lee la- 
cocca of Chrysler foremost among them, have stated that the cost 
of providing health coverage to employees, retirees, and dependents 
has harmed their companies' ability to compete in the internation- 
al market place. 

There is no question that the challenges of establishing such a 
universal system would be daunting, and that the system would be 
costly. However, there is no reason to assume that it would be 
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more expensive than our current ragtag approach. The lesson to be 
learned from our health care experiences over the last several 
years is that universal health insurance makes sense, not only for 
poor people or young people or families, but for all Americans. 

Today, however, we will focus on the young. Our first panel will 
help us to understand the problems in access to health care faced 
by children in the United States, particularly those in Connecticut. 
This panel will also help us to understand why the cost of health 
care has increased so precipitously in this country over the last 
several years. 

The second panel will offer the perspectives of the hospital and 
insurance industries on these problems and how to address them. 
We will also hear from the business community in Connecticut 
about how it has dealt with the cost of health insurance for its em- 
pl^ees and their families. 

Finally, we will hear about alternative systems. We will hear 
from Dr. Steve Wolfson about his work and the efforts of the Medi- 
cal Advisory Committee; from Ted Marmor, one of the country's 
leading experts on the Canadian health insurance system; and 
from Dr. Leonard Krassner, the president of the Connecticut chap- 
ter of the American Academy of Pediatrics, who will discuss his or- 
ganization's proposal to provide universal access to care to children 
and pregnant woman. 

I am looking forward to talking with our witnesses today. We 
have much ground to cover. 

[Opening statement of Congressman Bruce Morrison follows:] 

Opening Statement of Hon. Bruce A. Morrison, a Representative in Congress 
From the State op Connecticut 

The Select Committee on Children, Youth, and Families is holding this hearing to 
examine the impact on children and families of the United States' outmoded means 
of financing health care and to explore alternative systems that provide better care. 

I want to thank Chairman George Miller for authorizing this hearing and the 
stair of the Select Committee on Children, Youth and Families for their excellent 
work in organizing the hearing. I also want to thank Janet Rozen and Stuart Gaul 
of my personal staff for their help, as well. 

Over the last few years, I have spent a great deal of time working with people 
here in Connecticut on this issue. I am happy to have the opportunity today to ex- 
plore it further and to share some of what 1 nave learned. 

While today's hearing wlM focus on the problems of children and fam^ies, the fail- 
ings of American health cate have not been limited to these groups. All Americans 
now live with a "system" that is too bureaucratic, too expensive, and provides inad- 
equate care to many people. Further, we are unwilling to recognize that we do not 
have a system so much as an enormous coincidence. 

This leads us to try to resolve our problems by addressing the health care prob- 
lems of only a portion of the population. This process of focusing on bits and pieces 
of our health care problems is driving this country toward a multi-tiered system of 
health care in which some go without needed care while others pay too much to 
defray the cost of treating the uninsured. The most recent failure of this philosophy 
was the now-repealed Medicare Catastrophic Coverage Act of 1988. Although the 
population it targeted was very different from the one we will consider today, we 
have much to learn from its failure. 

As long as we continue to tako this band-aid approach to the issue, dealing with 
problems by tinkering with Medicare and Medicaid and private health insurance 
programs, we will continue to have inequities in the cost of and accef^s to care. And 
we will continue to waste billions on needless paperwork and red tape. Developing 
an efllcient and eouitable plan for broad reform of our health care system is one or 
my highest goals. The United States is the only m^or industrialized nation without 
a national health care or health insurance system. 
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Over the last Tew years, I have met extensively with a Medical Advisorv Commit- 
tee, composed of a number of physicians from this area, to discuss exactly how we 
feel such a system should be structured. We have been particularly intrigued by the 
system of health insurance in place in Canada. Even a cursory look at the health of 
Canadians and Americans shows that Canada has a lower rate of infant mortality 
than does the United Strifes. Also, the life expectancy of Canadian citizens is longer 
than that of Americans. Moreover, their better health is purchased at a lower cost: 
While the United States spends over 11 percent of our GNP on health care, Canada 
spends only seven or eight percent of GNP on the same function. 

I am convinced that we need a system of universal health insurance similar to the 
one in place in Canada. Such a program should be provided as social insurance simi- 
lar to the way that Social Security provides for death, disability, and retirement 
benefits. The financing system should be broad«based, progressive, and sufficient to 
sustain the program. Only in this way can we assure a base of support broad 
enough to make the program viable. The shortcomings of any other approach are 
apparent in the underfunding of Medicaid and the massive numbers of those eligible 
for such anti-poverty progran«s as WIC and Head Start who cannot be included be- 
cause of underfunding caused by misplaced budget priorities. 

The number of Americans who are in agreement with me is clearly on the in- 
crease. Constituents holding varied political beliefs are telling m^ that the time has 
come for a system of universal health insurance. One Midwestern senator returning 
from the August recess told the Washington Post that 70 to 80 percent of the con- 
stituents wit\ whom he spoke at town meetings supported a Canadian-style system. 
Stories abound of small business owners who have faced crippling health insurance 
exper^ses after even one enormously expensive illness of an employee or the depend* 
ent of an employee. Executives of America's largest corporations. Ijee lacocca of 
Chrysler foremost among them» have staled that the cost of providing health cover- 
age to employees, retirees, and dependents has harmed their companies' ability to 
compete in the international marketplace. 

There is no question that the challenges of establishing such a universal system 
would be daunting and that the system would be costly. However, there is no reason 
to assume that it would be more expensive than our current ragtag approach. The 
lesson to be learned from our health care experiences over the last several years is 
that universal health insurance makes sense, not only for poor people or young 
people or families, but for all Americans. 

Today, however, we will focus on the young. Our flrst panel will help us to under- 
stand the problems in access to health care faced by children in the United States, 
particularly those in Connecticut. This panel will also help us to understand why 
the cost of health care has increased so precipitously in this country over the last 
several years. 

The second panel will offer the perspectives of the hospital and inmrmce indus- 
tries on these problems and how to address them. We will also hear from the busi- 
ness community in Connecticut about how it has dealt with the cost of health insur- 
ance for its employees and their families. 

Finally, we will hear about alternative systems. We will hear from Dr. Steve 
Wolfson about his work and the efforts of the Medical Advisory Committee; f^'om 
Ted Marmor, one of the country's leading experts on the Canadian health insurance 
system; and from Dr. Leonard Krassner, the president of the Connecticut chapter of 
tne American Academy of Pediatrics, who will discuss his organization's proposal to 
provide universal access to care to children and pregnant women. 

I am looking forward to talking with our witnesses today. We have much ground 
to cover. 



ERLC 



9 



5 



THE CHANGING FACE OF HEALTH CAREt 
THE MOVEMENT TOWARD UNIVBRSAL ACCESS 

A FACT SHEET 



MH^UONS OF AMERICANS. INCUJp i NG CHILDREN. LAC^ C 
HEALTH COVERAGE 

* In 1987, 37 million non^derly Americans had no health 
insurance. Of these, more than 12 million were children, a 14% 
increase since 1981. (Swartz, 1989; American Academy of 
Pediatrics (AAP), 1989] 

* Almost 3 out of 10 of the uninsured are *near-poor," those with 
family incomes t>erween one and tm times the poverty level.^ 
More than half of uninsured children live in two-parent, white 
families where th<p:re is at least one full time employed parent 
earning more Uian a poverty level income. (Swartz, 1989; AAP, 
1989) 

* Only 4 out of 10 people jo poverty are covered by Medicaid. In 
1986, almost half of all poof cliildren were not covered by 
Medicaid, up from roughly <meMhird a decade earlier. (Swartz, 
1989; National Association of Children's Hospitals and Related 
InsiitutioCiS, Inc, (NAOTRl). 1989] 

* Twenty-six percent of women in their chitd'bearing years (15-44) 
have no health Insurance coverage for maternity care; 17% of 
women in this age group have no iasurunce at all. Fifteen 
percent of women who deliver bablcfl are not Insiu^ for 
maternity aire. (AAP, 1989) 



!ajiwsyBEiLJECKf>'R hm health care and are less 

HEAI.THY 

* The uninsured are nearly twice as likely as th«>se with health 
insurance to lack a regular source of health t;^re. Th^ abo have 
27% fewer ambulatory visits and a slightly higher rate of medical 
emergencies. (Robert Wood Johnson Foundation, Ij>87) 

' ' III r •>■ iiiiM 1 1 

' Ui 1988, the federal poverty level was 312,092 for a family of 4. 
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The uninsured are 33% more likely to be in fiilr or poor health 
than tho^e with health insurance. (Freeman and Biendon* 1987) 

Uninsured low-income children receive 40-50% less physician and 
hospital care than insured children. (Ro8enbaum» 19S7) 

Babies whose parents have no health insurance are 30% more 
likely than those from insured fomili^ to die or be seriously ill 
at birth, aoording to k study of more than 100,000 births in the 
San Prancim) Bay area. (Brav^man, 1989) 



IJNIN SUREO IN coN^^BcylcuT lyES^T^ JM nation 

* Over 11%, or roughly 350,000, of Cooueeticut's residents^ have 
no medical insurance. More than one-third (120,000) of these 
are children. {Health Systems Agency (HSA)^ 1988} 

* Roughly tliree-quaners of Connecticut's medically uninsured are 
employed persons and their dqwndents, (JtiSA^ 1988) 

* About 20% of cWldren in CoanecUrjt ajges 0-19 are insured, 
nearly twice the rate of residents ovtr oge 30 ^'fio are uninsured. 
(KSA^ 1988) 

* In 1987, blacks in Connecticut were over 50% more Hkdy to be 
uninsured than were whites* (HSA, 1988) 



FAMILIES BEAR BRUNT OF RISING HEALTH CARE COSTS 

* National health expenditures amounted to $500 billion in 1981 
Individuals incurred 42% ($200 billion) of all health services and 
supply cost. Over $123 billion of money spent by individuals was 
in the form ot out*of-poclcet expenditures, while $42 billion went 
toward premium payments. (Health Care Financing Administra- 
tion, 1988; Matlin, 1989) 

* Between 1984 and 1989, average per employee annual premiums 
more than doubled ($1,453 to $3,117). The percentage of 
surveyed companies paying 100% of the premium for family 
coverage dropped from 38% in 1984 to 32% in 1988. (HayA 
Higgens, 1989) 



ERIC 



u 



On average, employers paid 83% of premiums in 1987. Only 5% 
ol cmpjoj'ees had first dollar coverage; 75% pcr eni of employeCvS 
had to pay a deductible and coinsuraiice ot 20% or more. 
(DiCarlo and Oable, 1989) 

A Massachusetts study found that ifamilies earning 200% of 
poverty have little or no disposable income to spend on health 
insurance. If minimal child care expenses are taken into acaiunt, 
families were considered unable fo <:ontTib^)te significantly to 
insurance premium costs urail ihdr ina>me exceeded 300% of 
poverty. (Ooldberger and Megarty, 1989) 



pEALTH CARE CQSys. fQl^t CHlLDRyrN l UQU AND iNCHEASING 

* Between 1977 and 1987 total personal health care exp^.nditures 
for children ahnost tripled from S19.S billion to $52 billion. Of 
the S52 bilHon, 74% came firom private sou/o^, 17% from 
Medicaid, and the rem^^Uiig ?% from al! other public s urces. 
(McManus, 2989) 

* For children under 19, per ca,*iia health expenditures rose lirom 
$269 in J977 to S745 in 1987. a 177% increase. CMcMantas. 
1989) 



CANADAVS UNH^ERSAI. INSURA NCE SYSTEM LESS COSTLY THAN 

* In 1987, estimated health care costs accounted for 8.5% of 
Canada's ONP» compared to more than 11% in the U.S. 
Between 1971 and 1987, health care costs as a percentage of 
GKP increased about 16% ir Canada, compared to more than 
44% In the VS. (Evans, March 1989) 

* Americans spend five times as much as Canadians to pay for the 
overhead component of heaiih insurance. Nearly 15% of U.S. 
health expenditures go for administrative costs* (Evans, March 
1989; Kosicrlirz, July 1989) 

* Between 1971 and 1985, the percentage of the U.S. GNP going 
to physicians increased more than 40%, compared to a 10% 
increase In Canada. (Evans, March 1989) 
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According to Blue Cross of Ontario, it costs 67% more to take 
care of a broken leg in the U.S. than it does in Canada. (Wall 
Street Journal, 1988) 



INFANT AND CHILD HEALTH IN THE U.S. 

* Approximately 7 million U.S. children do not receive routine 
medical care. (NACHRI, 1989) 

* Less than 60% of children under age 4 h?1 received the complete 
basic series of immunizations in 1985, while cases of mumps, 
measles, and pertussis have risen. Only 37% of infants ages 0- 
1 are fully immunized against diphtheria, tetanus, and pertussis. 
(NACHRI, 1989; Office of Technology Assessment (OTA), 1987] 

* Each year, nearly 40,000 infants die before their first birthday, 
representing a rate of 10.1 infant deaths per 1000 live births. 
The U.S. ranks last among 22 industrialized nations in its infant 
mortality rate. [National Center for Health Statistics (NCHS), 
1989; U.S. Public Health Service (PHS), 1989) 



INFANT AND CHILD HEALTH IN CANADA 

* In 1985, Canada's infant mortality rate was 7.9 infant deaths per 
1,000 live births. Canada ranks eighth among 22 industrialized 
nations in its infant mortality rate. (PHS, 1989) 

* In Canada, 80% of children ages 0-1 arc fully immunized against 
diphtheria, tetanus and pertussis. (OTA, 1987) 
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Mr. Morrison. The gentleman from Illinois. 

Mr. Evans. Thank you, Mr. Chairman. I am very pleased to join 
you here in New Haven today. I come from a down state Illinois 
district of 14 counties, and many of the problems that you have 
outlined, we have also. And that is why I am pleaser' to talk about 
the need for universal access to health care. 

In m^ district, we are having problems not only reaching indi- 
gent clients of health clinics, but also many of our farmers and 
people in rural areas who have no health care whatsoever, or very 
little health care, available to them. We have had problems with 
the rural differential in the ways that our hospitals are reimbursed 
for the provision of Medicare services. 

With our farm crisis and the unemployment we are having and 
the iarm implement manufacturers in my district— the John Deers 
and the Cases and even in the construction equipment manufactur- 
ers. Caterpillar, we have had unprecedented unemployment. Many 
of those people who have had health insurance, after six months of 
losing their jobs, no longer have that. They turn to the Veteran's 
Administration, many of them being veterans, and find that the 
Veteran's Administration has cut their health care programs, at 
least in the non-service connected area. 

And I have had the opportunity to go to West Haven, Connecti- 
cut, VA hospital in ^he past at Congressman Morrison's invitation. 
I am a Chairman of the Veterans Affairs Committee, Subcommit- 
tee on Oversight and Investigations. It is a problem nationwide 
that we are having. And with the repeal of catastrophic health 
care, and the absence of any real long term home health care pro- 
gram, I think now we do need to look at it as more than a piece 
meal program that just beneHts particular groups of people who 
need help. As a veteran myself, I think that this is a right that all 
Americans ought to have, not just people who happen to Lava per- 
haps a veteran's status or a senior citizen's age. 

So, I am very pleased to join you to hear from these people. I 
have come to the conclusion that with us spending more of our 
gross national product on the delivery of medicine than virtually 
any other country that has national health care, it is time to take 
a new look at how we deliver health care in this country and how 
we pay for it. So, I am very pleased to join you and look forward to 
hearing from these witnesses, 

Mr. Morrison. Thank you very much. Prior to the convening of 
this hearing, the Committee and its staff had the opportunity to 
visit the Fair Haven Community Health Center. V/e learned about 
the particular problems of that center and the population which it 
serves and the special problems of the approximately 60 percent of 
individuals that they see who have no health insurance coverage. 

I would like to enter into the record the Annual Report of the 
Fair Haven Health Clinic which describes some of the work that 
they are intending to do. 

[Annual Report of the Fair Haven Community Health Center fol- 
lows:] 
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■vTlicaUli rarr imiviclc-is. llic* Siiilf 
'^iid Hoard ol Dircdois «jI t\u- Fair 
Haven Coinniiiniiv llrallh ( riilrr 
liavf tninr lo HMil^ni/c• iliat niir 
pai'cnis need more llian jtiM a niniple 
"!)an(l aid." 

Onr <anipaign whidi will finanee 
onr < x|Mnsion into the pioprrlv ,i( 
[\T.*. (iiaiul Avrinie uses a "li.nid-aid" 
XiapliM In rnipliaNl/e Oie s< ope o\ 
<aie thai we aie t ailed up«in \o deliver. "We Cnvci l-ail llaNen." die 
wnnis iiiiprinled over lh<- pi< line itl a liandaid, l< ll the roniplele 
slory. 

Sn viiiKlhe neeiN nl du ^ieaier Kaii llaM ii et»nnn(niilN. ine.uis 
pmvifliiiK inidwiveshn nH»iheis uid ilieli anhmn rliildMii. pr<lla 
tritians ami nm*e prai lilionei s lor vimio4? f,unih« N. inleniiMs loi 
adulis and elilerlv; eouiisfiois and i lininans f<ii leens at o»n liwal 
hi^h sthool; aiul oulM iu li and Muial woikrts Imt \i< Mnis nl nrhaii 
sliess and vinleiK e. 

Ihi- ad<lilinn ol s\\ w\v rxain lonnis. and new nlli* < s lot mk la) 
M'lvirrs will enahir ii\ Ui rnnliniir m hin.ulen ihr Mtipe ol oni sv\- 
\ur\ Kor nian\ nl nni palieniN. lln- Onu i is dn- onh plau- when 
die\ srek inedieal tare. At llie Centri. nin palieuls aie lieaird with 
llir ir%peel, and < aie. wliieh is evsi niial 10 l^nildil1^ a paUnn <il 
uml wilh Iheii health rare pinWdt rs We Ire.u enliie lamilirs. and 
0111 deriniiion nr hrallh r.nr ein oinpasses nni pisi ehunn* ainl 
i-piMtdii illiies.s. hill llirii l0t.1l wrll-lu'inn — pli>si( al and mental. 

DiiriiiK l*.*K*.', we will nerd n. rail nn lln ^rnemsilv t)| onr 
Irieiids In niret mil \^ir,\\ ol $r>()O,()0i' U)V oni iirw rxpaii%inn. In Ihr 
past, our ronliihniors, slall, hieinls. \olinitrris. hnairl nieinheis. 
(muling M>ni« es ami patients liavr demnn%liatrd iheir Mippoil n| 
onr tniilinning woik in Knir Haven, and Un thai, \\r thank them «ill 

We wehninr yniir iiiirreM and siippoii nl thr K.iir Ila^e1l 
llrallh Ct-nler. II >on wnid<l likr addilinn.1l inftirtnation almni nui 
pll»Kraln^, or havr iiiiy fpir^iionsnr rniinnmls. pir.ise < all ns. 



Kfitntui ('lark. 



K.uiin.1 Clark. MIMl 
|)iir< tni 



AmvtMildi.nh. Phi) 
Prrsidrnl. Unatd n| Dim tors 
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/•fvrv chfM dnfUfs a 
hrn/lh\ %lari in Itfe* 
t$nfl f-n thru tuio Ki%tpn. 

SnmmUhtt nnd 
Sh I ft/» •// Pr't tit. thn 're 
ffiitirtfi }u\i thnt at Utr 
Inn H til fit iirttllh 
Otttff r/tuitrth 
Mfiffrt.hritnn, /-.V/'rfji- 
mwx tlirtt hfitfth unth 
ihnt mnlhrr 



Th0 worth of o^norls on tho aiato of health 
enm In our nation provld'^ o bloak picturo. Some 
$T million Amorloant, 1$% of our population, 
hB¥0 no /fM/(A»C#r« Insurance. TWo thirds of 
th«s« ar« t/i« "work/no poor." Thoy are 
itmfihy^ In hw paying jobs, and 12 million aro 
oMMmn, 

Whitn th0 Mr Havan Community Health 
CUnh optfiMd out doon m m free clinic housed 
In « n§lghborfiood school aO¥ontoen yean ago, 
iharo mws • im^ for health earo in this neigh- 
tofhood ofthadtyof N§w Hm/M. The need is 
gmatar today than It was whan wa began. The 
llvaa of tha paapla wa narwa have becomo 
Ineraastngty eomplleatad with tha problems 
wMoh out across tha nation. 

In ihiB oomthunltyt wa ha¥a baan able to 
n\aka a diftaranea, Ws ara maaiing tha problems 
whioh Mfact our patlants* haalth haad*an, 
taka t>jr tHograma to tha paopla who naad them 
and ^traotloa haalth oara actively^ amphasltlng 
pravanthn and IntatvanUon. Laady, wa know our 
pailants as paopla, not simpfa atatlatloa* 
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RF.NATA1. Care 

4\vts ihM ilu* liiirticsi (oiu cin 
^IHTfR. In ilu* « iiv »»1 New Miivch. owv out 
of cvt")' 57 bahii's dies hvUnv icadiiiiK tlu* 
agr of OIK*. 

For ttiosc lulm*s wlio have a low hii tli* 
wri^iil, if tUvv Mil \n>f f)aM Uu ii liiM hirlli- 
(lav. ilic\ mav siill lac e Umi^ in in jihvsit al 
and (IcvflopnuMilal piolilnns. At tlu* Fair 
llaviMi Hcalili Crnlcr we knt»w dial picna- 
tal calf- is die ( liiital lattor. Fx|H'( tau( 
incuhrrs rr(ri\c die ollur visits, iiuliitioii 
(ouin/liiiK- siuial scivitcs and tliiUMiirdi 
c law . whif h dicv nerd lo ^ivr birdi lo a Iiraldi\ baliv. 

F.arli rxjMH laiil niodiri lias die bnu-lil cit a onr hHnir irlalinii- 
sliip Willi a iiinsc inUIwilr wl.ti piovidcs t are din iiiK du- pr« unaiit >. 
a( tlir birili. and al a Icilhm-np visii ai die* iirw niodin s Ii<iini*. I iiis 
is dir kind of rare dial we know makes ;i dinni'inc. Ih<" (A im r 
Mail provided pieiiaial care in \\)HH lo tivi-r lOli women. Woiiu n 
Willi biHli-iisk niedital (onditions were releried l«> ionsidlinn ohsu*- 
Irifiaiis oi oiii- of New Haven s hospitals. IVenalal eaie is pitivitlnl 
nn-sile ai du Ci-iitn. and birlhsare ai du- n<tspiial of Si. Raphael. 

With iirw Inndin^ from IIh' Male of Coiiiiet licnl ihitniKli tin- 
llealdiv Start pin^r;nn. the Ceiiier has hren able lo increase tM\ 
social sernres and support prci}{rains lor preKiiaiil w<Mneii. 

The rare a eliilcl receives in bis or her iirsl ycais can .ilb'cl the 
rest of ibeir lile. In 1MHH. neailv 7(H) diildien age 5 and niider were 
rej{isic-recl in otu wtdl babv pto^raili. Oilr pediatric and well hah\ 
visits iiK hide phvsical exams, ecliit alion. imimnii/aii<»ns. and dc'vel- 
opineni assessments. Farli is an iniptti laiit element in the lieallh ol 

a eliild. and we were able in IWH lo henin lo prcnide re etlc-( live 

dcvelopnient..! ii.vu'ssnieiils. 

Development awevsnien is allow its to ideiiiifv at a ver\ eailv age 
the need for speech, soeiali/alion skills, and phvsical llierapv. A 
rbilcl as vcunig as I) months can he asseswcl hv memlM'rs of oiir stall 
wlio have received ceriifnalion in Iidaiit Developnienl Assessineiil 
Iraining. In a series of three \isiis. wbieli nirlude meeting with par- 
ents, we assess wliellier a ebild might need a spefiali/ecl pr<tgiani. 
In die past, otn patients were lelerred lo otitsicle agem ies and 
faced a wailing lime of 1-2 vears. Now in a mailer ol weeks, an 
assevsnieni is tonipleted and verommendatioiis made wlii< h can lu- 
used l)v ihe s»;iH as pari ol a » liild's roiilim t are. As a lesiill. these 
very \onng ehildreii are geiting a Im IIj i start on their lives. 

Food is h.tsi( . It is lMsi( in i^dod hi alib, and it is a basic need for 
many ui the lainilies we see flie children in onr neighborlio<id 



child born In Japan, 
Finland, Hon^ King, Inland, 
AuttraHa, Canada, Singafion or 
anyottmfmoiharlndmlrtallaad 
nathna ha$ a battar chano9 9f 
mayMngNaorharilntyam-ihan 
a cMd bom m the IMted Stata 
otAmarkia** 

Thf Sudoiiftl (iimwMUMU 
(o hnrut fnfttnl MoiUthiy 
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liavf I he hiMirni of ;i school luiirh. iiiul breakraM program onrc 
ihi'v arc of .school ,i\^v. Bill the Hcalih Onter is iihle lo siep m with 
ihc UK* (Wohicn. Iiiruiits and Children) piogniii to siipplt-nicni 
pregiMiii winneh'ft and children's diets so a diild h.is sound iiniii- 
lion in ihosc* TirM tritiial years. Through the Cciuer n progiani. 
wcnnen who are pregnant or lireasMeeding are able m pnn hiVse 
nMiriiions hiod Tor themselves and their ( hildrc. under agj- 5 widi 
l<M»d voiH hns dishnm'd by dn- Center. Allhongl. die vonrhrn jiic 
hir spetilir i\pes o food siu li its milk, eggs, c luM'se. and jiiires. we 
letogiri/e ib;ii handing oni voiirhrr^ is nol enough. Onr sljill I'mm 
interviews ihe inodier lo make an niittition.d avsessmml. Hu n we 
provide iidorinaiiiMi on basic lood groups, and e\en leeipes lor 
heailhy meals, niiring P.WH, we s;iw the need lor this kind ol pro 
gram liu rease dramaiically, Irom H20 lo over »K)f) pariiripanis in 
WIC In the end ol ihr year, 

Kven with the best possible programs in place, parenis uc'* cl lo 
be able lo reai li a physic ian when dieii ( hild is id or injured. .Since 
we leel slrongly lhat parenis need lo know dial ihere is someoni' lo 
t ail ai these limes, we pronde lelc-phonr t c»\eiagc' 21 boms a cl,i\, 7 
da\s a week. .\ nurse piac lilioner oi a plivsic iau answers calls, han- 
dlc s triage, and will KTei palienis lo a hospiial il needed. 

Caring lor c bildien is a 21 hcnir a day jo!) — lor [>aiems, ami 
lor the Fair I (a\en I leallb ( k nlei. 



IH mmuh otH 
( Urt\Uu Maiiti h\tfH\ 
In .\unrSom\ff ih tmti 
Mnnti Mrlrnffn (i) 
ivhitf fuT mntUn. 
Wnuut MuHa hmks un. 
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Risk 



TAcn (he iiuiM < nni|)irlirnsi\r pitiKiiHii \\\\\ iioi hrip 
[Miagcrs it no rap|tori csists Ix'tumi Ihr providris ol ihv pio- 
gi'.uu and y«Min^ propir. 

Sis vcai.s a^o. iIh* Fair Havni llrallii (k'nlci ii|H'nrcl a salrl- 
lit'* ( liiiir ai Wilbur i'.mss lli^h S( honl. Tin* dinii, called The 



Body Shop, scrvrs basit hcaltb needs such as physical rxanis, 
n>pr«jdii( live rdncaiion and counsrtinK. and inlorniaiinn on 
drn^ and al< oho) abuse. I hr Body shop was iniiiallv lundrrt bv a 
piiv.Hc foundati«>n. Now, (lie Stair Dcpartnirni ol Ib'altb 
SeiviM N (DOllS) InncK ihr sny'.vvs ;ind «oiitra< ts wiih ihr 
( cnld llnot.l^ll ihr Nrw llavrn Board ol Kdntalioii lo providr 
dlr s< rvi«r\ lor ibis tinitjiic pro^rant. Dnrin^ lf)HM. wr inrrrasrd 
ritr BodN Shop's lioiu s to itvr davs a wrrk. widi prdiaUit ians. 
Mdisr pi.K tilioiiris and sortal witik slall av.iilablr lo (hr sliid<'iits 
and stall. 

As Ihc Bod\ Shop gained attcpianrr alnon^ ihr stndrnls. 
and stall, at Wdhni < loss Hi^h S( lio<d. wr athlrd pioKr.niis on 



Sfvieon 'l\aUnu\ Ml) 

iwi mnn\ of vttr 
iifiiilf\(fnl palifnh. 
linrhf M nmu'mtig 
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AIDS «ind parnitiiiK skills. lit addilioit. a (<miUt pn»graiii ciillrd 
"Body and Sour wjin fNlablishrd In lu'l|) irnia^rrs who witi* 
rtTogni/cd ;is p^ilfiilial droponis. Body and S<»ul wits funded bv 
die U.S. DrparlincHi of llcaltSi and flinnan S< rvi«is in mn- 
jnnrlion with the San DirRO Stair Univrrsiiy Foundation as a 
demonstration projiTl. This past year. n)8H.|«)H<>. was Ihc Tmal 
year of ihr projiM t under the rurrcni funding. The siiiff of the 
R<M|y and Soul pmjct t has roiucfUiatrd on inirgraiiuK diis pi 
gram into an ongoing social dcvrlopnu'iil program wiihin the 

SClUMll itM'lf . 

A lu'w projifi in I9KH s;iw ihi* (Vnirr join forces with ton- 
mtiumI iiTiiagcrs |o spiuiMir a Siudrnl.s Against Drunk Driving 
(SAOD) rhiiptcr at Wilbur C.rovs High School, riir ('niter hiUi 
provided nu'iMing space and direction to the group which \s 
working to creaie a greater awareness of the pioblcins of alco- 
hol UM* among teenagers. 

The Body Shop has continued u be our fastest growing 
program. We all hear alMiui the nouhU > of adolescents today — 
leen pregnancy, drugs, alcoholism, hut what wc don*t hear is 
the fact that teenagers want s<ihiti<uis nui, Thev need help. 
WfuMi that help is readily aviiilabte — at their own stbool — it 
can make a difference in their lives. 

When I he Body Shop opened lis do«»rs in 1982, 80 siu- 
denis canu' for help. UtM year, there were over 800 visiis to Th'» 
li4M|y Shf 



FOR AN Aging PopuivvnoN 



Qiiality of life is more than a handy phrase. It is an impor- 
tant cnni|Mineitt of the (<>nter's approach to pronding healdi 
care to ptieuts at our Satellite Clinic at B<'lla Vista senior cili- 
/en housing complex. We have successfullv Immmi able to help 
many of our elderly patients continue to live iiide)H'ndeiitly in 
dieir apartments diere, and hirego the stress and linancial bur- 
den of entering a nursing home. By closely monitoring their 
health, we enable these patients to successfully manage chronic 
illiios.scs:ind avoid debilitaiinir conditions. 

The Ik* I la Vista Satellite consists of two parts. At Clinic I. 
residents of the housing c< implex can visit lor blood pressure 
checks, individual ctnuiseliiig, exerciso programs and discus- 
sitms on health topics. In l!)88. over 1.000 residents visited 
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Pavin(; nu. Biu. 



A p.ihnil .11 h.tii I Lunt llc.ihli ( niici )m\ .in liitU .in ^7 t«ii .« 
iiHiu- visil, il lltc ti inHiinc .tinl l.iititK siMi.ilion n itu ni .i( ihr 
|<m riitt <il mil sliding Ice st .ilr I Iiin S7 Ire dors not « miti < Ihm- i«i « o\n iiit* 
oiii uinI I<ii .1 Mii^lroltiM' \isi(. 

Kii tii.tiiv III (itu pdiiriiis. all iltni iiirillt.il ('\|irnM-> iiMi>t Im |ijhI 'mui 
«il |HM krl.''<>l Ilir |>.i(ir(ih .il iIm* ('nilci. |I>*V Umv >im im dM.if iiiNiu.uh r. 
((iin|MMMi lu ii ( Uihiirriit III iivciil^c <il I I'l mkmIU iiniiisiiird. ()iil\ 'VVi 
ol oiir inrotiic < oimvs Iroiii pAliciit Irrv 



fntut tifik titf 
ttHitwf lit hflft 
p»ltn\t\ hkf 
lUrm'fnvh* f'tuftm 
ultb fhi fvhitrml 
uAr nf thru 
hftfUh mn 
( itudi fmnr'Jf '/> 
nml ( hntli \iih (t) 

tmni tifuiiil itiiur 
<!«'/. hUin^ 'it.'i 
Ufffhtiiitni, >tt\ 



Dcit's llliN iticait that our |Mtintls "i^cl wlial llir\ })a\ Unr" AhNnliilrK 
ii((t. t lirv ^i'l tiUK It iiKiir lliaii ilir\ lot. I'licv ^cl (lie kind ol lic.iltit 
I air that cvci v |>rrMiii drsi'i m-n, A |Mli('iil al tlir Kaii I (a\nt I Irahli ( cntn 
liaN ilicii own |>iiiiiat\ tatr |iio\idn: tlirv .lie liaikrfl lot InlNiw np \iNit\. 
llii'v 1(1 rive a|ipnitilitintls |iroitt|iilv, llw \ liaM' l('t('|)lt<iiM- m « cs^ 2 \ lt« iiii^ a 
d.iv to iiirdit ;d advK r; thrv air < an d hu diiiiiiK tiospii.il nM\s. 

In nitlct In |mi\i(lr this level o| « ate \\r iiiilsl look < oiitintMllv in ^ian:> 
and N|M'i i.i) |Mi)f(raiiiN. |iii\iit(' iiiid ^nirttinirnl. lo lilt die Ihi^ i< .iIn" 
|».iilnl ihr vvntk \\r do al llir( lrnl"i VVrsciMli loi ilir tInlLii . in |m\ Ioi 
llir |>to^ianiN thai otn paliniis iicnL Inn inav ti<>| Im* alitr in allooi. 

Xtnoii^ niii paiirntN. dictr ^^ .i Miiall |M'M nila^r nt proplt \din dn hasc 
lic.tltli uiMii.iiK r, and I nithi ( liouM ,1 pi ivatr |iliVNMi,ni oi i « iniplch In .«)lli 
pl.in. liiMrad, tln-\ opi In i onir In ilir ( rinn liriJiiNc r\ n loi ilii U \\ 
patients, t|ie\ i;et nioie tli.ni thrv \t,\\ I liev iiirivr the NjtiNl.o tmn ul 
ditn liti^ tlieti hrallli doliaiN t.> nin innn (it\ ( riiiri. ,iiid cvrti inoie 
iinpoi tantiv, tliev lei vwt- tl,.' Iiest ul health t ,irr 
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1988 Donors to mv. Fair Haviin Hkaltii Center 



Ihr Holhm that knp tfu hair Hnxfti Health ('<e»ter operating come not 
fmt fwm f^nrrnmmt pnifframi and foundatiam. kit from peopU who care 
iilHiut ihf (^ntrr and the rur rfri. The dvUan comf also from cwic orfrani- 
itituiih and hu\iun%ei and fnmU ofpaiiefiL% and \ta/f. 

In I^SS, our rapital campaign brgnn. and will continue through f989. 
In uddituni tn pwvidmg the additional \pacf loe nted, the atmpatgn has giv- 
m us Ihr oppinluntty to mtrwiure The Ontft'i uw* to more people throttgh 
fiirdta teletnes and indix'iduat /wurt of our fanlities. 

(, hnh>nn to the (rntrr increased in fW, helpingm hetppact with 
mil n>rT ^nmsiug dnnand^ loe faff to pnnnde hrtdth rare. 

We thank all our rpntntmton for thi\ past year 



1988 Donors to tmv. Pair Havkn Uvauw Cunk; 
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his* ANlM)AVH)>W»Kf 

N(")*<MAN ANfl^ HA (Hit rHASHMA 

JimANMKiNtY Ml> 

JOHN MfNC iWAlO 

IM< FK)NAlt) ANOJI ANJ^VI I» 

ISAWl ^ HMn/ 

MtHIAM SHI X I AND HAVlt ) I V- Al tSuH i [ j 

MAHYllXi'ilU H;KY ANOJilJMIf ,f1AH;*{)N M) 

flf f)RGi SllVt M MO 
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{, UK)MAS ANDMAHlHASMirM 

JOflNSnur M 

fiAyMONO im \ 
iimcyuMi rowNSHf nd 

MA/^IA 111(11 M 
MAHK)N !Y»{M 

Cl.tlBSANDRDSINKSSKS 

.K)NH^ im t F Ai<M. It MH> ANlKfl AN K iN« 
MAItWliH (MANiNit W > K 'M( jvN \'. .v:)N 
ttt II AV»*S!A SIANI I t I I (A\;-":f» 

.i;i<)(;iUH BH I A VISTA 

(UiJIRATIONS 

INH()N()«(>» »H*<A AHl>(I() 

CAflOi AMATO 
)NH(MSK)»<()» M< ANIH^I W A\(H 1 Lf N W( H 
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These figures represent the Operating Budget of the Fair Haven Health 
Center for fiscal yean 1988 and 1989. A certified audit report is available 
upon request, prepared by the accounting firm of Konottnti, Kahu Hashba 
^Leibovitz, PC, 

STATISTICS 

During 1 988, the Clin ic served over 8, 000 patients in aver 27, 000 vis- 
its, and also served 920 \VIC registrants. 
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Mr. Morrison. And now I would like to call the first panel of 
witnesses— Lorraine V. Klerman, Professor of Public Health at the 
Department of Epidemiology and Public Health for the School of 
Medicine, Yale University; Cornell Scott who is not vet with us but 
is the President of the Connecticut Primary Care Association and 
Director of the Hill Health Center here in New Haven; and Ken- 
neth E. Thorpe, Ph.D., Director of the Program on Health Care Fi- 
nancing and Insurance, the Department of Health Policy and Man- 
agement, School of Public Health, Harvard University, Boston, 
Massachusetts. 

We thank you for being with us today. Your written testimony 
that has been submitted will be made a part of the record in full. 
We would appreciate your summarizing your testimony and focus- 
ing on those things that you want to emphasize most for the bene- 
fit of the panel and those who will be reading the record. 

Thank you very much. And, Dr. Klerman, if we could start with 
you. 

STATEMENT OF LORRAINE V. KLERMAN, DR. P.H., PROFESSOR 
OF PUBLIC HEALTH, DEPARTMENT OF EPIDEMIOLOGY AND 
PUBLIC HEALTH, SCHOOL OF MEDICINE, YALE UNIVERSITY, 
NEW HAVEN, CT 

Dr. Klerman. My name is Lorraine Klerman, and I am a Profes- 
sor of Public Health at Yale. My area of expertise is the health of 
children and of women in their reproductive years. 

I wish to begin by stating how honored I am to be asked to testi- 
fy before Representatives of the Committee that has done so much 
to inform Congress and the American people about the problems 
facing children, youth, and families todav. This Committee's hear- 
ings and its publications have made us all aware of how our society 
is failing its children, not only in the health arena, but also in 
regard to income, housing, education, and social support. And we 
in New Haven, of course, are particularly proud of the contribu- 
tions of our Representative, Mr. Morrison. 

Today the Committee is addressing the issue of access to health 
care. And I have been asked to provide a public health perspective, 
including an overview of the status of children's health. Fortunate- 
ly, the health of most children in the United States is quite good. 
Most American children are not handicapped nor malnourished, 
nor do they suffer excessively from illnesses. Why then are we all 
convinced that there is a problem with access to medical care? 

We are convinced because there are subgroups of American chil- 
dren whose health is poor. These include the homeless, those who 
live in inner city ghettos or isolated rural areas, children in foster 
care, children in migrant families, children in Native American 
families, and the list could be continued. Clearly, these families 
have at least one thing in common— their incomes fall below or 
near the federal poverty level. 

These poor children disproportionately suffer from a variety of 
health problems. They are born too soon or too small. They are 
more likely to die in the first year of life from caubt3S associated 
with low birth weight and prematurity or from SIDS. In subse- 
quent years, they are more likely to die or suffer from AIDS, child 
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abuse, injuries, infectious disease, chronic medical conditions, 
anemia, lead poisoning, and vision and hearing difficulties. They 
are more likely to be hospitalized. Poverty is definitely not good for 
the health of children. 

But why are poor children less healthy than more affluent ones? 
Certainly problems in paying for essential medical care is one 
reason, but it is not the only one. My public health perspective 
makes it difficult for me to believe that even the most inclusive 
and most expensive insurance program would, by itself, have a 
msgor impact on the health status of children, 

At Last three approaches are needed to improve significantly the 
health status of poor and near poor children: 

1. Improve the basic living conditions of their families; 

2. Remove the financial impediments to medical care; and 

3. Reduce the other barriers to access, particularly by expanding 
the capacity of the medical care system to provide the disadvan- 
taged with the full range of services that they need, 

Poor children are less healthy than more well to do children only 
partially because they receive less medical care in relation to their 
health needs. They are also less healthy because their housing is 
inferior, their nutrition is inadequate, and their parents know less 
about what to do to promote health and prevent disease. Even 
when their parents have this knowledge, they may not have the 
time nor the money to take the necessary actions. 

Thus, if Congress or the state legislatures really want to improve 
children's health, they must be willing to provide funds for hous- 
ing; not only to house the homeless, but also to upgrade housing 
which now exposes children to lead paint poisoning, rodents, inad- 
equate heating or plumbing, unnecessary iryuries, and worst of al , 
violence. Legislators must also consider the expansion of WIC to all 
low income eligibles, and increasing the availability of school 
breakfasts and lunches. In many areas, raising the level of AFDC 
benefits would also improve children's health by enabling parents 
to buv the things their children need for their physical and emo- 
tioiial development. 

Programs that keep adolescents in school until at least high 
school graduation can improve not only the health of the adoles- 
cents through health education and health services, but also the 
health of t heir future children by reducing the chance of their 
growing up in poverty, as well as increasing their parents' knowl- 
edge of child health and development. 

And since injuries are the number one cause of death among 
children over age one and of adolescents, funds spent in this area 
will affect health status. In addition, any program that reduces the 
availability of illegal drugs will have a powerful impact on chil- 
dren s health by reducing the number of infantas with health prob- 
lems, including AIDS, caused by their parents' addiction and by re- 
ducing family and street violence. 

The second essential approach to improving children's health is 
through removing the financial impediments to the receipt of medi- 
cal care. There can be no doubt that insufficient funds to pay phy- 
sicians or hospitals prevent many women and children from obtain- 
ing the medical care that they need. This country should be able to 
remove this obstacle relatively easily because the care that chil- 
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dren need is so inexpensive. Even when the care that sexually 
active and pregnant women need is included, costs are still very 
low. 

This country is reasonably very concerned about the over in« 
creasing costs of medical care, but children and women in their re- 
productive years contribute very little to those costs, unless they do 
not receive preventive care. We need not worry that making neces- 
sary medical care available to all children and pregnant women 
will make medical costs rise appreciably. Some costs might even 
drop such as those for infants in Neonatal Intensive Care Units. 

And, finally, even a well designed system of financing will not 
make health care available to all the children and women who 
would benefit from such care. This country's medical care system 
cannot presently provide primary health care to all children and 
pregnant women. An improved financing system would probably 
mcrease demand more than it would increase the supply of provid- 
ers. 

Thus, in addition to a financing system, this country needs to 
expand the number of providers willing to serve disadvantaged 
populations, and particularly providers able to offer the expanded 
service package that many disadvantaged populations require. You 
learned about that expanded package at the Fair Haven Health 
Center* 

Any insurance system based on the current Medicaid model will 
have problems because providers are not reimbursed at the market 
level, and thus will either not accept Medicaid patients or restrict 
the number of patients they accept. But even improved fee sched- 
ules will not solve all the access problems. Some providers will still 
be reluctant to treat the poor because they believe that they are 
more likely to sue. This is particularly a problem in obstetrics. Nor 
will an insurance program provide sufficient incentives to bring 
private physicians to areas where they prefer not to practice, such 
as inner city ghettos and isolated rural areas. 

In addition, we must be concerned with the kind, quality, and ap- 
propriateness of care. Medicaid mills do not provide adequate care. 
And we must be certain that such facilities are not encouraged by 
a financing program. 

Many children and pregnant woman need a broader array of 
services than is usually available through insurance programs. 
These include home visiting, counseling, addiction cessation pro- 
grams, food supplementation, and other services not usually provid- 
ed in office-based practices. 

In order to offer the services needed in the places where they are 
most conveniently sought, a health insurance program would need 
to be supplemented by funds for community and migrant health 
centers, for clinics operated by health departments, schools, and 
family planning agencies, for National Health Service Corps per- 
sonnel, and for similar capacity building initiatives. These pro- 
grams provide care in areas where office based physicians and den- 
tists are reluctant to serve, and they offer a wider range of serv- 
ices. 

In summary, a health insurance program that would cover 
family planning, pregnancy, labor and delivery, and medical care 
for infants, children, and adolescents is certainly essential to the 
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health of women and children in the United States. It will not be 
enough, however, if our goals are to improve health status. In 
order to improve the health of the least healthy, it is essential to 
improve living conditions that have a major impact on health, that 
is, to raise family incomes, improve housing, provide sufficient 
food, and ensure adequate education. 

Moreover, even within the health domain, a universal or target- 
ed insurance program will not be effective by itself. Community- 
based health campaigns to reduce injuries, violence, and the use of 
addicting substances must also be part of a health promotion strat- 
egy. Nor will insurance alone even guarantee access to needed 
care. Funds will be required to increase the capacity of the medical 
care system, particularly, to serve the disadvantaged, and to pro- 
vide the full range of services essential to the health of these popu- 
lations. 

I wish to thank you for this opportunity to share my understand- 
ing of children's health care needs with the Committee, and 
through you with the Congress and the American people. My writ- 
ten statement expands on many of thesj ideas, and I hope you will 
include it in the report. And, of course, I am available to answer 
your questions. 

[Prepared statement of Lorraine Klerman follows.] 
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Prepared Statement op Lorraine V. Klerman. Phofessor of Puduc Health, De- 
partment OF Epidemiology and Public Health, School of Medicine, Yale Uni- 
versity, New Haven, CT 

Prepared for Connecticut Field Hearing of the Select Committee on 
Children, Youth, and Families, United States House of 
Representatives, held on Monday, December llth, 1989, in New 
Haven, Connecticut* 



My name is Lorraine Klerman and I am a Processor of Public 
Health at Yale. My area of expertise is the health of children 
and of women in their reproductive years. 

I wish to begin by stating how honored I am to be askod to 
testify before the Committee that has done so much to inform 
Congress and the American people about the problems facing 
children, youth, and families today. This Committee^s hearings 
and publications have made us all more aware of how our society 
is failing its children - not only in the health arena, but al^o 
in regard to income, housing, education, and social support. We 
in New Haven applaud your efforts and, of course, are 
particularly proud of the contributions of our representative, 
Bruce Morrison. 

Today the committee is addressing the issue of access to 
health care and I have been asked to provide a public health 
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perspective, including an overview of the status of children »s 
health. Fortunately, the health of roost children in the United 
states is quite good. Most Aroerican children are not handicapped 
nor malnourished, nor do they suffer excessively froro illnesses. 
Why then are we all convinced that there is a problero with access 
to medical care? 
Poverty and Child Health status 

We are convinced because there are subgroups of Aroerican 
children whose health is poor. These include the horoeless; those 
who live in inner city ghettos or isolated rural areas; children 
in foster care; children in roigrant families; children in Native 
American families. . .and the list could be continued. Clearly, 
these families have at least one thing in comroon: they are peer 
by most standards. Their incomes are below or near the federal 
poverty level. 

These poor children disproportionately suffer from a variety 
of health probleros. They are born too soon or too small. They 
are more likely to die in the first year of life from causes 
associated with low birth weight and preroaturity, or from SIDS 
{the Sudden Infant Death Syndroroe) . in subsequent years they 
are roore likely to die or suffer froro AIDS, child abuse, 
injuries, infectious disease, chronic medical conditions, anemia, 
lead poisoning, and vision and hearing difficulties. They are 
also more likely to be hospitalized4 Poverty is definitely not 
good for the health of childrenl (The effect of poverty on 
children is documented in a roonograph I have prepared for the 
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National Center for Children in Poverty. Copies can be made 
available to the Committee,) 

But why are poor children less healthy than more affluent 
ones? Certainly problems in paying for essential medical care is 
one reason; but it is not the only one. My public health 
perspective makes it difficult for me to believe that even the 
most inclusive, and expensive, insurance program would by itself 
have a major impact on the health status of children. Multiple 
approaches are needed to achieve the goals of reducing unintended 
pregnancies; premature or low birth weight infants; infant, 
child, and adolescent mortality rates; preventable diseases; 
injuries; and, as a consequence, hospitalizations; d^ys lost from 
school; and, not to be overlooked, pain and suffering. 
Obviously, these are our health status goals. In addition, we 
have equity goal:-. We want the same medical services to be 
available to our disadvantaged as to our advantaged populations. 
Unfortunately, in these days of budget crises, we may have to 
decide between our health status and our equity goals. Given the 
reasons for excess deaths and disability among the disa ivantaged, 
a health insurance program, even one with universal enrollment, 
may not be the most efficient method of achieving our health care 
goals . 

Thus, I want to suggest three approaches to improving 
significantly the health status of poor and near poor children: 
(1) improve the basic living conditions of their families; (2) 
remove the financial impediments to medical care; and (3) reduce 
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the other barriers to access, particularly by expanding the 
capacity of the medical care system to provide the disadvantaged 
with the full range of services that they need. 
Unprove Living Conditions 

Legislators and the public sshould not expect medical care to 
cure social ills. Medical care can accomplish near miracles in 
preventing some diseases and in curing others. But traditional 
office-based medical care can do little to prevent the unintended 
pregnancies that lead to inadequate prenatal care; the smoking, 
alcohol consumption, and use of illegal drugs during pregnancy 
that leads to damaged infants; the injuries and homicides that 
are major causes of hospitalization and death; and the lead 
poisoning and anemia that contribute to poor school performance. 
These health problems require community-baaed interventions. 
Most of these interventions are less glamoroU:3 then medical care. 
These include injury prevention programs, food supplementation, 
and home visiting. Others, unfortunately, are much more 
controversial than health insurance. They include publicly- 
subsidized housing, destruction of substandard housing, 
provision of contraceptives in school-based clinics, and hand gun 
control . 

Poor children are less healthy than more weil-to-do children 
only partially because they receive lesr* medical care in relation 
to their health needs. They are also less healthy because their 
housing is inferior; their nutrition is inadequate; and their 
parents often know less about what to do to promote health and 
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prevent disease. Even when their parents havt- this knowledge, 
they may not have the time or the money to take the necessary 
actions. 

Thus, if Congress or the state legislatures really want to 
improve children's health, they must be willing to provide funds 
for housing; not only to house the homeless, but also to upgrade 
housing which now exposes children to lead paint poisoning, 
rodents, inadequate heating or plumbing, unnecessary injuries, 
and violence. Legislators muat also consider expanding WIC (the 
Special Supplemental Fc)od Program for Women, Infants, and 
Children) to all low income eligibles and increasing the 
availability of school breakfasts and lunches. In many areas 
raising the level of AFDC benefits would also improve children's 
health by enabling parents to buy the things their children need 
for their physical and emotional development. 

Programs that keep adolescents in school until at least high 
school graduation can not only reduce the rate of adolescent 
pregnancy and improve the health of the adolescents through 
health education and health services; but also have the potential 
to improve the health of their future children through reducing 
the chance of thoir growing up in poverty, as well as increasing 
their parents* knowledge of child health and development. 

We are also becoming increasingly certain that community- 
based programs of injury prevention do work, (This is well 
documented in an article by Bernard Guyer and his colleagues in 
the November 1989 issue of the A merican Journal of Public 
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tiealtllO And since injuries are the number one cause of death 
among children over age one and of adolescents, funds spent in 
this area will affect health status, in addition, any program 
that reduces the availability of illegal drugs will have a 
powerful impact on children's health by reducing the number of 
.infants with health problems, including AIDS, caused by their 
parents* addiction; and by reducing family and street violence. 
Remove Financial Impedimentc^ 

The second essential approach to improving children's health 
IS through removing the financial impediments to the receipt of 
nedical care. There can be no doubt that insufficient funds to 
pay physicians or hospitals prevents many women and children from 
obtaining the medical care they need. (A recent publication of 
the United Hospital Fund of New York entitled. Poverty and Health 
in N?W York City, provides outstanding documentation of the 
impact of inability to obtain primary health care on health and 
hospitalization.) This country should be able to remove this 
obstacle relatively easily becausn the care that children need is 
so inexpensive. Even when the care that sexually-active and 
pregnant women need is included, the costs are still very low. 

This country is very concerned about the ever-increasing 
costs of medical care; but children and women in their 
reproductive years contribute very little to those costs - unless 
they do not receive preventive care. We need not worry that 
making necessary medical care available to all children and 
pregnant women will make medical costs rise appreciably. Some 
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costs might even drop, such as those for infants in Neonatal 
Intensive Care Units. 

I will leave the issue of how best to rewove financial 
barriers to the experts you have assembled. However, as an 
advocate for those most vulnerable members of our society, 
infants and children, I must urge vigilance. We have learned 
from Medicaid how expensive it is to provide care to the elderly. 
We are rapidly learning how expensive it is to provide care to 
individuals with AIDS. I fear that a comprehensive insurance 
program will prove more expensive than anticipated. Once again, 
eligibility and/or t^enefits will be limited in an attempt to 
control costs. And, once again, despite their relatively low 
costs, it will be the preventive medical and social services lor 
children and pregnant women which will cut, not the high 
technology services for more vocal constituencies. A special 
access program for children and pregnant women m.iy not be the 
most politically popular one, but it will undoubtedly be the rr.ost 
cost-effective . 
Reduce Other Access Barriers 

Finally, even a well-designed system of financing will not 
make essential health services available to all the children and 
women who would benefit. This country's medical care system can 
not presently provide primary health care to all children and 
pregnant women. An improved financing system would probably 
increase demand more than it would increase the supply of 
provide: s . 
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Thus, in addition to a financing system, thisj country noedG 
to expand the number of providers willing to serve disadvantaged 
populations, and particularly providers able to offer tho 
expanded service package that many disadvantaged populations 
require. Any insurance system based on the current Medicaid 
model will have problems because providers are not reimbursed at 
the market level and, thus, will either not accept Medicaid 
patients or restrict the number of patient whom they accept. But 
even improved fee schedules will not solve all the access 
problems. Some providers will still be reluctant to treat tho 
poor because they believe that they are more likely to sue. Thin 
is particularly a problem in obstetrics, (The recent Institute 
ot Medicine report. Medical Prof^ sg jj pnal Liabil ity and the 
Delivery of Obstetrical Care , documented the loss of niatornity 
care providers and suggested some solutions to that problem.) 

Nor will an insurance program provide sufficient incentives 
to bring private physicians into areas where they prefer not to 
practice, such as inner city ghetton and isolated rural areas. 

In addition, we must be concerned with the content, quality, 
aiid approoriateness of care. Medicaid mills do not provide 
adequate care and we must be certain that similar facilities are 
not encouraged by a financing program. Many children and 
pregnant women need a broader array of services than i£4 usually 
available through insurance programs. These include home 
visiting, counseling, addiction cessation programs, food 



46 



supplementation, and other services not usually provided in 
office-based practices. 

Finally, we must also consider how best to encourage women 
and children to use the services they need. Programs of outreach 
and education, reduction in institution-based barriers, and case 
management are essential. These services are not usually funded 
through insurance programs, yet can not be ignored if 
universal access is the goal. 

In New Haven we are fortunate in having two community health 
centers which offer this comprehensive approach to health care - 
or at least try to offer these services given that increasing 
numbers of families are seeking care without compensatory 
increases in funding. The Young Parents Outreach Program (YPOP) 
at the Hill Health Center is a national model for bringing 
pregnant adolescents into care and supporting them throucjh their 
pregnancies. This program had financing support from both the 
federal and state governments, as well as from the city through 
the Board of Education's support for the Polly T. McCabe School 
(an alternative school for pregnant women and young mothers 
housed in the Hill Health Center complex) , and the New Haven 
Foundation. YPOP, however, was considered a "demonstration 
project;" and, as is the case with most such projects, its grant 
fundf? decreased and then ceased - leaving the Hill Health Center 
to support one more program with no inciedse in funds. This is 
no way to provide universal access! 
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In order to offer the services needed in the places where 
they are most conveniently sought, a health insurance program 
would need to be supplemented by funds for community and migrant 
health centers, for clinics operated by health departments, 
schools, and family planning agencies, for National Health 
Service Corps personnel, and for similar capacity-building 
initiatives. These programs provide care in areas where officer- 
based physicians and dentists are reluctant to serve; and they 
offer a wider range of services. 

Institutional access issues must also be addresses if 
children and pregnant women are to receive the care they need. 
Even in cities like New Haven, where financial barriers have been 
reduced to a minimum, many remain uncared for. Overcrowded 
clinics, imposing registration forms, long waits, lack of 
knowledge of the need for services, insensitive clinicians, drug 
problem, fear of medical procedures, and other problems 
contribute to dangerous delays in seeking care. Thus, funding is 
also needed for community-based program to assist institutions in 
gaining insights into the barriers they may unintentionally 
create and to help them solve them. Again, in New Haven we are 
fortunate in having the Special Commission on Infant Health which 
has undertaken this assignment, among other. Funded by the New 
Haven Foundation and with the support of the City of New Haven, 
the Special Commission has initiated many needed programs, 
including the Pregnancy Healthline which provides information and 
appointir.ents for care to sexually active and pregnant women. 
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What- is Still Needed 

In summary, a health insurance program that would cover 
family planning, pregnancy, labor, and delivery, and medical care 
for infants, children, and adolescents is certainly essential to 
the health of women and children in the United States. It will 
not be enough, however, if our goals are to improve health 
status. In order to improve the health of the least healthy, it 
is essential to ijr^prove living conditions that have a major 
impact on health, i e. to raise family incomes, improve housing, 
provide sufficient food, and ensure adequate education. 

Moreover, even within the health domain, a universal or 
targeted insurance program will not be effective by itself. 
Community-based health campaigns to reduce injuries and violence 
and the use of addicting substances must also be part of a health 
promotion strategy. 

Nor will insurance alone guarantee access to needed care. 
Funds will be required to increase the capacity of the medical 
care system, particularly to serve the disadvantaged and to 
provide the full range of services essential to the health of 
these populations. 

There are no easy solutions to the problems of health care 
in this country - and certainly none that do not involve spending 
more money. In recent years we seem to have been more concerned 
with whose money is spent than with possible health status 
benefits. Costs have been shifted between the federal government 
and the states; between employers and employees; between insurers 
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and the insured; and among payors. In the long run, however, the 
bills are p&id by the more advantaged either through taxes, 
raised premiums, or increased product coi s. 

Eventually legislators and the general public will need to 
face the realities which other developed countries seem to have 
grasped. There are basically only a few alternatives, one 
alternative is to expend rr>ore of th^i gross national product on 
health care and in that way serve more people and provide more 
services. Eventually the bill for that alternative must be paid. 

If the public is unwilling to pay that bill, the 
alternatives are to exclude £;ome people from the mainstream of 
health care - they will not receive the care they need; or to 
make some services difficult or impossible to obtain by all v;ho 
could benefit from them. Great Britain, Canada, and other 
countries have chosen the last alternative. By a variety of 
mechanisms these countries restrict access to what they consider 
less essential, "elective," medical services, and thus they 
restrain costs. But these countries make certain that all, 
regardless of income, receive essential services. The restricted 
access to elective services results in long waiting periods for 
those services. Experts say that Americans would not tolerate 
such a system. What we have developed instead is a system that 
attempts to limit costs by restricting the access to health care 
- even essential services such as prenatal care - of certain 
populations, the poor and the uninsured; while placing almost no 
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limits on the medical care that the adequately insured can 
obtain. 

It is possible that soiTie savHnga can be realized by a more 
efficient system, particularly one that provides incentives for 
preventive care. I am afraid, however that we will be deluding 
the American public if we suggest that manipulations of the 
system may make it possible to provide universal access to all 
services without major increases in costs. Basic decisions must 
be mada, even if they are unpopular: increase expenditures for 
medical care, deny or delay some non-essential services, or 
continue to make it difficult for some to obtain care* 

I wish to thank you for this opportunity to share my 
understanding of children's health care needs with the Committee, 
and through you, the Congress and the American people. 
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Mr. Morrison. Thank you very much. 
Dr. Thorpe. 

STATEMENT OF KENNETH E. THORPE, PH.D., DIRECTOR, PRO- 
GRAM ON HEALTH CARE FINANCING AND INSURANCE, DEPT. OF 
HEALTH POLICY AND MANAGEMENT, SCHOOL OF PUBLIC 
HEALTH, HARVARD UNIV., BOSTON, MA 

Dr. Thorpe. Mr. Chairman, I would like to thank you for inviting 
me to testify today. My name is Ken Thorpe. I am currently an as- 
sociate professor and director of Harvard's program on health care 
financing and insurance. 

In recent months, as evidenced by this hearing, the growing 
number of private and public sector groups have become mcreas- 
ingly concerned about the performance of our health care delivery 
system. An^ong these concerns include continued escalation in 
health care costs despite at least a decade of public sector interven- 
tions, regulations, and most recently, an attempt by the private 
sector to control their costs. 

In addition, Americans are increasingly concerned that, depend- 
ing on the year the survey is taken, something in the order of 31 to 
37 million Americans currently do not have health insurance cov- 
erage. Recent studies indicate that a substantial number of the un- 
insured are children under the age of 17. What we do know from 
the literature and a number of studies that have looked at this 
issue is that the lack of health insurance does translate into less 
access to medical care, and in some instances, poorer health. 

These disturbing trends have increased interest in embracing 
more fundamental changes in the financing of health care in the 
United States. Many who have studied these health policy issues 
and their underlying causes are increasingly convinced that incre- 
mental changes are not likely to significantly alter the disturbing 
trends I will shortly highlight. More fundamental changes, includ- 
ing proposals to extend universal health insurance coverage to the 
uninsured have appeared on the health policy agenda with in- 
creased frequency. 

I will briefly describe what I view the magnitude of some of the 
problems are, and conclude with a short list of potential solutions. 
For ease of presentation, my summary remarks will refer to a 
series of tables, with which I will not spend a whole lot of time, but 
th&jr are more for later digestion and for the record. 

First, with respect to health care costs, as we all know, we spend 
more in health care, yet provide less coverage than any country in 
the world. This year we will spend over $600 billion in health care. 
We spend more as a percent of GNP on health care than any other 
country in the wwld, yet we fail to cover something in the order of 
32 million Americans, and provide substandard access to care for 
that population. 

The escalation in health care costs, other than general price in- 
flation, are largely traced to yearly changes in service intensity per 
patient visit and hospitalization, as well as new technologies. For 
example, between 1987 and 1988, health care spending went up by 
approximately $44 billion. Of that total, service intensity, as I just 
defined as new technologies, accounted for about $17 billion of that 
increase. 
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The essential role assumed by the implementation and adoption 
of new technologies and increasing health care costs is unambig- 
uous. While the new technologies have clearly provided unprece- 
dented health benefits, they also come with a substantial price tag. 

Compared to other major industrialized countries, Americans 
have substantially more access to a wide range of new technologies. 
As I note in Table 3, if you look at the access to a wide range of 
technologies in the United States, Canada, and Great Britain, and 1 
think I have Germany there, that there are dramatic differences in 
the type of technologies, imaging devices and so on that Americans 
receive vis-a-vis countries that nave some sort of universal cover- 
age. 

An artifact, which is also a major problem of these increasing 
costs, are rising private sector health insurance premiums. These 

Premiums have been increasing at rates 2 to 3 percentage points 
igher than national rates of increase in health care costs. 
With respect to coverage, according to the most recent counts, 
approximately 32 million Americans do not have health insurance. 
Despite mandatory expansions of Medicaid aimed at low income 
children and pregnant woman, nearly 9 million children under the 
age of 18 are also uninsured. An additional 3 million individuals 
between the age of 18 and 21, some 21 percent of that age cohort, 
are also without health insurance. 
These trends are really traced to three factors. 
First, in the face of sustained increases in private health insur- 
ance premiums, employers have increased the share of premiums 
assumed by employees for family health insurance coverage. As a 
result, fewer dependents are receiving health insurance through 
employment based plans. 

Second, the substantial number of working Americans do not re- 
ceive health insurance through their place of employment. In 1987, 
nearly 45 million workers did not receive coverage through their 
own place of employment. While 30 million of those individuals did 
find coverage elsewhere, nearly 15 million workers, full time work- 
ers» are still uninsured. 

In addition. Medicaid currently covers less than half the poor. 
That is something that has continued to climb since 1975, when 
Medicaid, on an average, covered about 59 percent of the poor. 

With respect to uninsured workers in the work force, about half 
of them work in small firms. Health insurance costs are substan- 
tially higher for small firms for two reasons. 

First IS that corporations, as you know, are able to deduct the 
full value of the premiums that they pay, as opposed to self em- 
ployed individuals, partnerships, and unincorporated firms, who 
can only deduct one-quarter of their expenses. 

Secondly, small firms face substantially higher loading fees than 
larger firms face, because of the administrative costs of dealing 
with small firms, as well as the risk of catastrophic expenses. To 
buy the same set of benefits, small firm versus large firm, could be 
20, 30, and in some cases, at least 40 percent difference to buy the 
same type of coverage. 

There are approximately 9V2 million dependents of workers, pri- 
marily children under the age of 18, who are uninsured. I think the 
important thing to point out is that this accounts for nearly one- 
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third of all the uninsured in the country. About one-third of them 
are dependents of workers. 

If you look at what this means with respect to access, clearly the 
uninsured do get some level of care. They do have some access to 
care. And you saw some of the types of facilities that they receive 
care this morning. I think the problem is that that safety net that 
we traditionally use to provide care, largely uncompensated or 
through state level granting mechanisms, is really stretched to the 
limit. Hospitals this year will provide about $11 billion in uncom- 
pensated care. And that is an amount as a percentage of costs that 
continues to grovv quite dramatically. 

I think reflecting some of those tensions, a recent Robert Wood 
Johnson survey reports that approximately 1 million Americans re- 
ported that they actually tried to receive medical care, but were re- 
fused bv both physicians and hospitals due to financial reasons. 
Similarly, an estimated 13.5 million Americans stated they were 
not able to obtain needed medical care because of inadequate finan- 
cial resources. 

As I alluded to before, the lack of health insurance translates 
into significantly less access to care. Uninsured children receive ap- 
proximately one-third fewer physician visits than those with health 
msurance. This gap appears largest for those with poor or fair 
health. 

Over two-thirds of the uninsured with a serious symptom did not 
see or contact a physician. 

Fully one-fifth of all uninsured pregnant women did not receive 
prenatal care during their first trimester. 

In general, the number of Americans reporting that they did not 
receive needed medical care is substantially higher than found in 
other industrialized countries. 

Having said that, let me talk about a couple of potential solu- 
tions. The litany that we just outlined is fairly discouraging. 
Throughout the 1970s and 1980s, both the public and private sector 
have sought solutions to these problems noted above. These are not 
generally new problems, thev are problems that we have had really 
since 1965 in many ways. What is discouraging is the substantial 
lack of general effectiveness of these programs to try to control the 
rate of mcreasing costs, as well as provide and expand insurance to 
the uninsured. 

There are a number of proposals which have recently been ad- 
vanced to trv to address these issues. These proposals, however, 
raise a number of issues. Particularly, they raise issues of who 
should finance these expansions in the face of bodget problems 
that local governments face, state governments face, and our na- 
tional government faces. In addition, what mechanism would be 
implemented to ensure that the rate of increase in health care 
costs would not resume the trends that we have seen of late. 

These proposals range from pure public sector approaches, such 
as Medicaid expansions and buy-ins, to more comprehensive strate- 
gies mcluding mandates that employers provide health insurance. 
And, of course, combinations of these proposals have also been sug- 
gested. 

In addition, to more effectively manage the growth and health 
care expenditures, many have suggested that we adopt the Canadi- 
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an style, single payer system. A version of this proposal was recent- 
ly advanced in New York state. They have outlined a proposal, 
which they call UNY CARE, which does adopt many elements of 
the Canadian system. 

These proposals do raise, however, a number of important issues, 
including the new costs assigned to employers, employees, and gov- 
ernments. I have recently completed a variety of analyses looking 
at the aggregate and distributional costs of these proposals, and 
would be happy to address or answer any questions you may have. 

[Prepared statement of Kenneth E. Thorpe follows:] 
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Prepared Statement of Kenneth E. Thorpe. Ph.D., Director, Program on 
Health Care Financing and Insurance. Dept. of Health Policy and Manage- 
ment, School of Public Health, Harvard Univ.. Boston. MA 

Mr. Chairman, I would like to thank you for inviting roe to testify 
today. Ny name is Kenneth E. Thorpe. Currently I am associate 
professor and director of the program on health care financing and 
insurance a., the Harvard School of Public Health. 

In recent months, a growing number of private and public sector 
groups have become increasingly concerned about the performance of 
our health care delivery system. Among these concerns include 
continued escalation in public and private sector health care 
payments, and the inability to control these costs despite at least 
a decade of public sector regulation and more recent private sector 
interventions. In addition, Americans are increasingly concerned 
that despite these high costs, over 31 million Americans currently 
do not have health insurance. Recent studies indicate that a 
substantial number of the uninsured are children under the age of 
17. Lack of insurance translates into less access to medical care 
and in some instances poorer health. 

These disturbing trends have increased interest In embracing 
fundamental changes in the financing of health care in the United 
States. Many who have studied these health policy issues and their 
underlying causes are increasingly convinced that incremental 
changes are not likely to significantly alter the disturbing trends 
I will shortly highlight. More fundamental changes, including 
proposals to extend universal health insurance to the uninsured, 
have appeared on the health policy agenda with increased frequency. 
The nature of the problems that private and public policy leaders 
currently face are substantial. I will briefly describe the 
magnitude of these problems, and conclude with a short list of 
potential solutions. For ease of presentation, my summary remarks 
will refer to a series of tables and figures included at the end 
of my written remarks. 

In summary: 

A. Changes in Health Care Costs 

Medical care continues to rise at rates far exceeding the 
consumer price index. Total health care spending now exceeds 
$600 billion per year. 

- Payments for professional and other services represent the 
largest components of the yearly changes in health care 
costs. Between 1976 and 1986, physician and other professional 
services (combined) increased nearly 175%, over double the rate 
of increase in the consumer price index. 

- Other than general price inflation, continued growth in service 
intensity and new technologies account for the vast majority of 
the yearly changes in health care costs. Between 1987 and 1988, 
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national health care ap^nding increased $43,7 billion, with 
increased service intensity and new technologies accounting for 
40 I, some $17 billion of this change. 

The central role assumed by new technologies in increasing 
health care costs is unambiguous. While new technologies have 
allowed unprecedented health benefits, they also come with a 
substantial price tag. Compared to other major industrialized 
countries, Americans have substantially more access to a wide 
range of new technologies (see Table 3). 

One artifact of the sustained increases in health care costs are 
rising private eector health insurance premiums, since 1986, 
private health insurance payments have increased some 2 to 3 
percentage points higher than the national average. 

Expenditures for public sector programs have also risen. Since 
1987, payments under the Medicaid program have increased even 
faster than the private sector, most recently jumping 11 %. 



Changes in Health Znsuranoe Coverage 



According to the most recent counts from the Current Population 
Survey, some 31.8 million Americans do not have health 
insurance. Despite the recent mandatory expansions of Medicaid 
aimed at low-income children and pregnant women, nearly 9 
million children under the age of 18 are uninsured (see Table 
4). An additional 3 million individuals between the age of 18 
and 21, some 21 % of that age cohort, are also without health 
insurance coverage. 

The rising number of uninsured Americans (through 1987) is 
traced to two trends. First, in face of sustained increases in 
private health insurance premiums, employers have increased the 
share of premiums assumed by employees for family health 
insurance coverage. As a result, fewer dependents are receiving 
health insurance through employment based plans. Second, ii 
substantial number of working Americans do not receive health 
insurance through their place of employment. In 1987, nearly 
45 million workers did not receive coverage through their own- 
place of employment. While 30 million were covered through 
other means (e.g. they purchase non*^group policies or are 
covered through a spouse's plan), some 14.4 million workers are 
uninsured. 

Near.'.y one-half of all uninsured workers are employed by small 
firms (less than 25 employoes) . Health insurance costs are 
substantially higher in small firms relative to larger ones. 
Two factors account for these higher costs. First, corporations 
(primarily larger firms) can deduct 100 percent of premium coots 
for employees as a business expense when calculating their tax 
liability. Self-employed individuals, partnerships and 
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unincorporated fims (more likely small firms) may only deduct 
25 % of the premium costs* Second, smaller firms face 
substantially higher loading fees relative to larger firms. The 
premium differential between small and large employers for the 
same set of benefits purchased through commercial carriers is 
between 20 and 30 percent. 

Over 9,4 million dependents, primarily children under the age 
of 18, of working adults are uninsured. This accounts for 30 
% of the total number of uninsured Americans. 



Medicaid fails to provide coverage for approximately one-half 
of the poor (see Figure 2), Moreover, the percent of the poor 
covered by Medicaid has decreased over time from a high of 59% 
in 1975 to approximately 50 % in 1988* 

Due to the flexibility states have in determining AFDC 
eligibility, tha percent of the poor covered under Medicaid 
varies from a low of 20 percent in Texas to nearly all the 
poor in California and Hawaii* 



Access to Care by the Uninsured 

According to a recent Robert Wood Johnson survey, approximately 
one million Americans reported that they actually attempted to 
receive medical care, but were refused by physicians or 
hospitals due to financial reasons* Similarly, an estimated 
13*5 million Americans stated that they were not able to 
obtain needed medical care because of inadequate financial 
resources* 

Absence of health insurance translates into less access to 
medical care. Uninsured children receive approximately 34 
percent fewer physician visits than those with health insurance. 
This gap appears largest for those with poor or fair health* 

Uninsured adults received 27 percent fewer physician visits and 
were hospitalized 19 percent less often than those with health 
insurance (see Table 7)* 

Over two-thirds of the uninsured with a serious symptom did not 
see or contact a physician* 

Fully one-fifth of all uninsured pregnant women did not receive 
prenatal care during their first trimester (see Table 8). 

In general, the number of Americans reporting they did not 
receive needed medical care is substantial higher than found 
in other industrialized countries (see Figure 3). 
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D. Potential SolutloB* 



nf. ■ubBtantial and the trends are 

2!5?T Throughout the 19708 and 1980b both the 

SSid «Sov.*"'^uV4.h ■olutlons to the problems 

K .1..?^^'' •xceptlon., these effort, to nanage the 
di2lS5.n?™ K "^'^ "pending, and target resources to those oost 
■-^•?f" ^"'^•ly b««n ineffective. Largely based on 

■ frustration in both sector? has evolved? 

d2?Tv2?G"Li?lm""^^" fundamental reforms of the health car4 

delivery system. Current proposals range from pure oublic sector 
approaches (such as Medicaid expansions and buy-fr*) to 
comprehensive strategies includ:.j a mandate that all employSrI 
provide health insurance. Combinations of these approaches have 
^i^S.-h"*'! "v'^ffv*''' ^" addition, to more effectively manage the 
^^^l - health care expenditures, many have suggested the US 
adopt a Canadian style, single payer financing system. A proposal 

n^'.'i \lnntt«"„?^ ^" I'" retaining private insurers) 

is an important recent example of this trend. These proposals 
number of important issues, including the new costs 
assigned to employers, employees and governments. I have recently 
■ of analyses examining the aggregate and 

distributional impacts of these proposals and would be happy to 
address any questions you may have. "-HHy 
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Table 1 



National Health Expenditures By Source of Funds 
(in billions of dollars) 



Total 
Health 
Spending 



Private 
Health 
Insurance 



Zfiid&i % Change Tsi^ % Change 



% Change 



1983 


357.2 




98.0 




33.9 




1984 


368 .5 


8.8 


105.3 


7.4 


36.4 


7.4 


1985 


419. 0 


7.9 


112.0 


6.4 


40.3 


10.7 


1986 


455.7 


8.8 


124.6 


11.3 


43.6 


8.2 


1987 


500.3 


9.8 


139.1 


11.6 


49.4 


13.3 


1988' 


544 .0 


8.8 


153.0 


10. 0 


54.8 


11.0 



Source: Health care Financing Administration, office of the 
Actuary 

• 1988 Figures are Projections 
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Table 2 Sources of Health Care Cost Growth, 1987-1988 

Total Changes in Expenditures « $43,7 Billion 

Change Traced To: 

. Prices (Inflation) $22.7 Billion (52%) 

♦ Population Growth 
and Aging $3,9 Billion { 9%) 

. Service Intensity $17.0 Billion (39%) 

(Technology) 



Source: Author's Calculations Derived from Health Cr.re Financing 
Administration office of the Actuary 
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Table 3 Availability of Selected Medical Technologies 
in Canada, the United States and Gennany 
(units per million persons) 



T^chnPlpgy Canada 

open Heart 1.23 
Surgery 

Cardiac i.so 
Catheterization 

Organ i,08 
Transplantation 

Radiation 0.54 
Therapy 

Magnetic 0.46 

Resonance 

Imaging 



United states 
3.26 

5.06 

1.31 

3.97 

3.69 



Germany 
0.74 

2.64 

0.46 

3.13 

0.94 



Soured: Dale Rublee "Medical Technology in Canada, Gennany and 
the United States" Health AffA^yy Fall, \9&9 
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Table 4 Uninsured Persons By Age, 1987 

Number of Uninsured As 

Uninsured Percentage of Persons 



A3fi 


rmillions) 


in GrouD 


0-6 


3,0 


13,6 


0-17 


5,9 


14.3 


18-21 


3,0 


20,9 


22-44 


14,5 ' 


16,2 


45-64 


5,3 


11,2 


Total 


31,8 


13,2 



Source: Author's Calculations from March 1988 Current Population 
Survey 
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Table 5 Relationship of Uninsured to the Workplace, 1987 



Workplace 
Connection 

Employed 

No Employment 
Connections 

Non-working 
Dependents of 
Workers 

Total 



Workers and 
Dependents without 
Insurance Through 
Job 

44.9 

NA 



20.8 



65.7 



Number 
Uninsured 

14.4 

8.0 

9.4 

31.8 



Percent of 

Total 
Uninsured 

45.3 

25.2 

29.5 



100.0 



Source: Author's Tabulations From March 1988 Current Population 
Survey 
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Table 6 



Mam Hiiter of ItiysinLBn Visits BBuraroB Qsvaage Itr Chiliaren Otter 17 





B^ysidoi Visits 


PBCCBit in taix/gax hoaltli 


UiiiBuccd Children 


2.5 


6.4% 


Xt£WGd diildcen 


3.8 


6 


Gap Opercent) 


-34% 





Source! Robert Wood Johnson Foundation Survey of Care to the Poor, 
1987 



ERIC 



65 



Table 7 



Haon MntBT of Itxysidan VisitB, tamt: Hoei^ltali^edi And tacelMB) Htalth Status ^ • 





Biysdci^n Visits C 


iscant in fidi;/kQcr baolth 


IMinsuctsd 


3.2 


12% 


Insured 


4.4 


9 


Gsp (pexcETt) 


-27% 






Pexcat, hcE|utali2sd 






4.6 


12 


Insured 


5.7 


9 


Gap (peaxent) 







Source: Robert Wood Johneon Foundation Survey of Cave to the Poor* 
1987 
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T«ble e 



MkatciGs Of R)bat±a O-dezuss Of Maikal carre 





U.S. 


Qninsurad 


Itooant with chxcnio illness wittout 
physicdzn visit in a yako: 


17% 


201 


Ancrg pecacre with cue or note physician 
visits in ymr, penant with serious 
syn{taiB av> did nob see or cnita^ 


41 


67 


?srasrfi: pro^mt uanen without Ciist 
trirestfir preretzd, care 


35 


20 


Betcent of Anericans not reoeiving care 
fcr raoncmic reascns 


6 


20 



Source: Robert Wood Johnson Foundation Survey of Care to the Poor, 
1987 
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IMGURK 2 



Medicaid Recipients as a Percentage of Persons 
Below 125 Percent of Poverty* 1972 - 1986 
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For d family of 
four in 1986 

Poverty = $11,203 
12B% Poverty » $14,003 
Median Income « $29,458 
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FIGURE 3 



Percent of Americans Who Report They 
Did Not Receive Needed Medical Care 
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FIGURE U 



Infant Mortality Rates 
United States and Canada 

1960 - 1987 
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Creciai Communication ■hmmmmmmh^m 

Covering the Uninsured 

Interactions Among Public and Private Sector Strategies 

Kenneth E. Thorpe, riD. Joanna E. Siogol. RN. SM 



THE MEDICAID program, designed 
to provide access to health care for the 
iiationV poor, fails to provide coverage 
for more than 10.9 riillion individuals 
with annual income bei *v the federal 
poverty level.' The gap«i coveragf of 
the poor and the inequities of the cur- 
rent categorical eligibihly system have 
focused interest on Medicaid reform. 
Recent federal initiatives havf> incre- 
menully expanded Medicaid eligibility, 
particularly for poor pregnant women 
and young children, for proponento of 
njore comprehensive Medicaid reform, 
however, the cost of expanding the pro- 
gram is an important o^tacle. The leg- 
islative feasibility of any proposal to ex^ 
tend coverage depends critically un the 
level of new public sector spending 
required. 

In previous work, we estimated the 
fiscal impact of a proposal to expand 
Medicaid eligibility to cover all persons 
with annual income below the federal 

goverty level. This proposal, advanced 
y the Health (\)licy Affemla for the 
American People,' would retiuire new 
ubiic spending from $9.1 billion to 
14.8 billion.* Htwever, public sector 
spending required to implement Medic- 
aid reform may also be affected by con- 
currently imfdement. d measures tar- 
geting a broader range oflheuninsured. 
Several such measures are currently 
l>eing contemplated, including both 
public and private sector appmachps 
to injuring the nation^ 37 million 
uninsure<l. 

This arlidi' rxnniineti the impart nf 
tut) recent proposals to cover the unin* 



"^ril ?k»»«> r Ha^>^ M«i,rt- II .fJsl^ fV>4- 

Sor Mil'.'. 
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sured on the cost of a Medicaid expan- 
sion. The (ml, an employer mandate 
(not specifically recommended by the 
Health Pblicy Agenda), would extend 
private sector coN'erage to the employed 
uninsured. The second, a Medicaid 
"buy-in," would subsidize public sector 
insurance for the near poor. 'emen- 
tation of these proposals in isolation or 
jointly would result In a dramatically 
different distribution of costs between 
the public and private sectors. Their 
impact on the cost of Medicaid reform 
highlights the importance of the broad- 
er debate concerning strategies for cov- 
ering the uninsure<l. 

PUBLIC SCCTOR COSTS OF 
SEPARATELY PURSUED MEDICAID 
EXPANSION 

Our earlier analysis, described else- 
where, estimates that expanding Med- 
icaid to the federal poverty line would 
incrt.iae new public spending by be- 
tween $9. 1 billion and $14.8 billion over 
a baseline l60.9-billion Medicaid budget 
(1988 dollars).* fhir most recent esti- 
mates of a Medicaid expansion, which 
include an additional 2.8 million individ- 
uals Mrith annual income abovv the pov 
erly line but HulTering from spells of 
poverty, range fVom $13.6 to $29.5 bil- 
lion ( 1989 dollars). Our discussion focus- 
es on f hese moat recent estimates. 

Thu range in these estimates reflects 
uncertainty concerning decisions hy the 
currently insured poor to retain private 
coverage. The lower bound assumes en- 
rollment only by the poor who are cur- 
rently uninsured, while the higher fig- 
ure allows for the additional enrollmpnt 
uf all poor whn are currently privately 
insured. Decisioiiii hy thf> near poor to 
reduce their income to .rcomp pligihie 
for Medicaid could filrthr'r iiirrpute the 
C"f I of Ihi- pi^igram by $f>.M billion (Ta- 
ble 1). Thv inrrntives afferting th<^!*e 
dcnsioim may Vm' ^fmunahwd ii." 
r.)!l<ms: 

• Newly eliffihlc individtmU who pur- 



chase their own private insurance out- 
side the workplace (ie, iwngroup policy- 
holders) have a strong incentive to drop 
their coverage and enroll in the ex- 
panded Medicaid program. 

• Employer* who predominantly in- 
sure employees with income below the 
poverty stondard have .n incentive to 
drop their coverage for oil employees in 
favor of the expanded program. 

• Uninsured worker* with incomes 
slightly above the federal iwverty line 
have an incentive to work fewer hours, 
lowering their income enough to bo- 
come eligible. 

Response to these incentives cannot 
be predicted with certainty. Howsver, 
the following obaervatkmB provide a 
probabilistic ordering of expected costs. 

With sufficient outreach eflbrta, we 
expect nearly complete ptrtidpation by 
the uninsured poor-in he objec- 
tive of the Medicaid exp jn. WeeaU- 
mate this enrollntent iv iu.9 million us- 
ing 1987 Current rbpulMion Survey 
data. The Current Population Survey 
obtains relatively high counts of the an- 
nual povrrty population aa compared 
with other surveys.* However, this fig- 
ure is based on annual income and there- 
fore undcrcounts persons living in pov- 
erty for shorter periods. In a typical 
month, another 2.8 million peraons 
would meet the eligibility standard be 
cause of nhorl-lerm spells of poverty 
Using current age-specific Medicaid 
costs for iiondisabled recipients,* we 
project that enrolling all pligiblp unin- 
sured poor would cost the Medicaid pro- 
gram $13..') billion. 

Additional co^U would accrue to the 
expanded program through the en -oU- 
mcnt in Mpdicaid of newly eligibl* pri- 
vately injured poor The incent sv to 
drop private covpragp would primarily 
affect rurrent holders uf uongn iip|X))i- 
cie^, usually purchased direct! . hy nub* 
JM-rilw rM. Thi «• pnljcio5, exp* luive anit 
mnn- limite<l than gnmp plan.", makr 
i^UMo Mt'fluaid parkjipej* u i iittractivi' 
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alternative.' New public cosUi uf enroll 
ing the 3.7 million holdiTs of rinnKruup 
ruVprAge with inormt* under lh<' pover 
ty level wuiild add an e»timati>d S4.5 
billion to the M»*(licaid pni)(ram, miHirig 
inrremental Vi»l» of the expniision tn 
SlH.Obilliun. 

Many |>oor »uh8t'ribert» in group jwli- 
cie» would aUo benpfil from HMitchingtu 
Medii?Rid wvtra^^i*. Sume enipluypni 
would likely encourage iht>ir luw in- 
came emplo>veH toilmp group coverage 
and enroll in Medicaid. However, group 
insurance provisloM, which re(|uirp 
participation by a vubatantial propor- 
tion of a nmi\i employees, would prp- 
vent a large scale shift. Only finiw tm 
ploying primarily low-income workera, 
w here the employer would benefit from 
dropping group health inauranci- cover 
agp entirpiy, would be expei'tod tn allow 
their workers tonwitch. Etirollment In 
Medicaid by low- income workers would 
thuA depend on t ho demographirs of the 
nrmn currently ufTtTing group coverage 
to the employed poor. A $2:V2 billion 
ngure, which afwumes complete enroll- 
ment of the 3,7 million poor with group 
coverage, jg thc rpforo a high estimate of 
the cost of expanding Medicaid. 

The poverty level eligibibty standard 
could, however, influence labor supply 
derisions oft hose ju>«t above the eligibil- 
ity threshold, resulting in the additional 
enrollment of currently nonpoor indl- 
\idualH in Medicaid, hirticipantu in a 
negative income tax experiment dem 
onotrated that employees will reduce 
the number nf hours workwl to become 
eligible for cash a^^istance and in kind 
transfers.' As the annual income gxiar- 
ante*«<t under the negative inctifue tax 
were more generou» than in kind Med- 
icaid benpHts, the negative income tax 
work reduction of 5 to 7 hours per week 
is the maximum expected to result from 
an ifvomi" eligibility standard for Med- 
icnid. Aiwiuming an average 35-hour 



workweek, reductions of this nugiu- 
tudv could make eligible an additional 
4.5 millioti (>e^hon^4 with curn»nt inc 
U'twoen liNKI and I2,V« nfthc ixivt .ty 
line. { inrollment of this group would add 
$6.:t billion to the cost of Me<lioaid. Our 
highest estimate of the cost of o.vimnd 
ing Medicaid eligibility is th('rpf(»n> 
t£9.h billion, which would iiu riM^i- total 
Medicaid .s])ending by approximalelv 

fm. 

'(b summarize, the range of et^timates 
pros'ided above depends primarily on 
two factors* ( 1 1 decisions by the private- 
ly in.Hured jMM)r to retain their c ovej-age 
and (2) response to any work disinwn- 
tivi's by those with innmie just over the 
poverty tine. MnndatiHi health insur 
aim* and Medicaid buN-in proposals 
would affect both of th» !u area^ of un- 
certainty. The fH>tential impact of these 
prolMsals is described below, 

PUBLIC SECTOR COSTS- 
MEDICAID EXPANSION WIT»{ 
FMPLOYER HEALTH 
INSURANCE MANDATE 

Proposals to mandate health in- 
surance coverage through the work- 
place* are designed to (fxteiwl coverage 



ti» t h<* lurK*' pro|>ortion of the uninsurnl 
(o\xT mo thirds) with an Httat'hnient to 
the work („n'v An exumpk' »?• the n«' 
tvntly |in)|MJso<l Kennedy Waxnian Ha 
xic Health Benefits for All Americans 
Act (S.70.S H\UM'}\ Thi.* hill wimld. 
among other pn»visions, mundntc that 
all firms f>ffer health iiwuranw to full' 
time workers, extending tdVerage to 
24. t) million unmsured workers und 
their dependents (Table 2). 

llie additional t'ost of tl«tA expansion 
of employer-prrivided msurance would 
Ih» flnanct^l by the private sector, but 
would alTect the public sector as well. 
The bunlen to employers wouhl consist 
of an f'stimati'fl billion increa.H< in 
insumnce premium payments.' Thi^ in- 
creaMrd labor cost could result in the 
\or^ of an estimated tk)0OO to \(H)mi 
jobs, mostly in small businesses in the 
retail, itervice. and construction indus- 
tries.'*''' Increasetl health ^n^u^ance 
premiums would also n*duci' either 
mtmt'y wiigc* or corporate profile, de- 
in*a«ing federal tax iwonuoa on the or- 
der oftebillion.'^'*'^ 

Kven with an enipl "ver mandate, 
howev-er, mon" than \2 million nonel 
derly persons would n*niain uninsuml. 
Nearly half of these would l»e part-time 
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workem, unemploVH) (HTHonn. i>r thfir 
(l«(itMident« living in powrly. An »»ylen- 
Hion nf Medicaid to the poverty line 
would BUpplpinpnl the maMdated pri 
VBtifMeclor expanniiti) with puhlic M'cior 
covpraftf (jf thin jfroup Apprnxirnately 
'Mi milliui) individuals uoultl he roveml 
hy lht» combinefl ntratf )(y. rHlucinK the 
number of uniiiriurpd to 7.;^ million na- 
tionwide (Tahle 3). 

HerauM'ufthe large proportion ofthe 
fHwr who work, the emphiyer mandntc 
Would diminish the public Hector role i»f 
pmvidini; inNuntiice for the p»Kir. The 
mandate would affect both those our 
renlly eliiribU' for M^'dionid and lho>p 
newly eligible under an expandetJ pro- 
grani. Some 3 million employeil recipi 
enU» of Me<licaid would rffeiv-c wc»rk- 
place co\vni((e. nMlucint; the coAt ofthe 
current Mi*<)icaid pmirrani by at least iH 
billion. Mow than B.6 million cur- 
rently employed uninsured worker* and 
their depemlentA living in poverty 
would also be covered by the mandate. 
An a result, new public coatjt ofcovrring 
the uninsured poor with an expanded 
Medicaid program would be rediice<l to 
S9.9 billion, only about half the anioiml 
required to cover the uninsured (MM)r in 
the absence of a mandate. 

The mandate would also ext<>nil 
group hoailh inaurance to more than 1.2 
million poor who currently purchase 
nonffroup policies, reducing the number 
of insured poor potentially switching 
into an expande<I Medicaid program. 
Switching by tht* remaining 1.9 nullum 
p<M)r with nongn»up jwlicies would In 
crease prograni costs by about ^.l bil- 
lion, to $11.5 billion. The i:p]>er hound 
PKtiniaie for co\*ering those under thi- 
Itoverty level thus falls frrtin $2fi.r> hil- 
li(»h to SI 1.5 billion fi)llowingan employ- 
er manilate. 

MEDICAID EXPANSION 
CONTAINING A BUYdN 
PROVISION 

Am eX{>nnHii)n i)f .Mt ilicaid ti> the |^»v 
erty lirw wi uld .>itili leave !*iil».«.tnntial 
humb»'r> of nrar |NK)r individuiils nriiii 
Miml, Recognizing the )N>tentiaI ine(|Ui 



tie» inthHlm-ed by n Mtritt income 
threshold. |)ropoHals to allow the near 
\to^^l• to buy in to the Medicaid program 
are designed to extend coverage to this 
)K)pulati()n 

One exam))le of a Medicaid biiy-in vaw 
jiroposed in the last Oongn»ss hy Sen 
JohnChafeeiR, RDlS.ll.'tO). This pro- 
gram would allow premium-based par- 
tici|>ation in Medicaid fur ))ei*sons with 
an income between ItXff and 2CK« of 
the federal poverty levi ' buy in 
premium, a key design c^iti^ aent bal- 
ancing the subscriber contribution 
against the amount of public subsidy 
re<{uire(l. would be limited to of ad 
justeil gross family income. This low 
premium lewl would eliminate the in- 
centive to become Medicaid eligible hy 
reducing hou*v of work for all but those 
earning less thao ItKt'l of the poverty 
line (Table 4). Hctwewr. the public sec- 
tor vsould alworb the bulk ofthe cost of 
insuring subscribers. 



While enrollment ofthe near poor in a 
traditionally we I fare- related program is 
difficult to predict. Mme 11.1 million 
ui. tiiurediuid 5. 1 million nongiHiup ptili- 
cy holders could purchase coverage 
through this arrangement. Those who 
currently purchase nongroup coverage 
wouUI be most likely to buy into Medic- 
aid, dropping their more expenaive noil- 
gniup coverage to enroll. Some portion 
ofthe uninsured would also be likely to 
imrticipate. 

Complete participation by the 16.2 
million uninsured near poor and those 
holding nongroup policies would cost an 
estimateil ^.0 billion Cfible 5). The 
cost to Medicaid would be offect by sufah 
scnber prer. iuma of $4.6 billion, reduc- 
ing the public sector cost td'the tniy-in to 
$18.4 billion (Table A). New public cosla 
would thus include $4.6 billion to aubei- 
dire persons who currently purchase 
nongroup insurance. The romaining 
lunount, $13.8 billion, wouki aubaidize 



TaWe J Characiensnca cpI F(«ma<ning Uwisutvd l«« Thnn 65 torn* o* Aqo Vm 
Empiovm UandtAv and ModcaKj E iponuon. «n Maons* 



O^ 
T04al 



(%0( 
201)00 



04 
19 



PovMty LmM) 

'300 



'Hwfyoti may nci4 add up to loUls txicaine ol roundknQ 



Tabte 4 - Pt«m«um» liy a Medca«J Eluy-ln Program 



%04 
PovMly 
Uvti 


Incomtof 
f«fflltyo< 
Four In tH7, $ 


HtiKnuin 
fimnv 

CoRtrttxjUon. $ 


Amowni of Canii 
AbonPovArtyU 


Ingt 


ino 


I1«50 


3W 


0 






vooo 


Iff) 


.T50 








M7 


S83 




un 


t2Bn 


M4 


'7ias 




^'^ 


!4Sfvl 


417 


7911 






1?4/S 








i;s 




ty\? 


B736 " 










tta&o 





lncom«l ,vtl 
(S of F«<Jfrtl 
Povtnv Itvtl) 



No ol 

Untnsurtd. 
Mtrilont 



Prot«c(>d 




Prot«cMfl 




Coat to 


No. Wrth 


Cosr 10 




Intur*, 


ffongroup 


lrt*ur«. 




BU'loo* 01 


Cowtr»g«, 


Buttons ol 


PArftOnft. 




Mtttions 


19*9 (Mtir* 


Mitltont 




' 1 


t 7 


4 S 


.1 '} 


1 « 


1 M 


4 1 




1 4 


.'0 




< 4 


1 .1 




IS 




S 1 


77 


a 7 



Co«t. 
Bifltontof 
1989 Ooflart 



74 



I '.is ...r ciiru'ii.:,' ,j»uiijur '.I tr-iir- 
|KH)rni(iivi(«u.>. ■ 

The i«c«ln (li'iionbed ahovi- kUj mt in- 
elude oHkoU U) invM' nubiic ctislH. how- 
ever HHraiise llie publu- Mt'Uir turivnf 
I.V iimierwhu'rf can* fur t rn' i>(H>r utul Uu> 
near fxjor thmuffh u vanely of \mh 
jrrain>, i»iu*h ofuHK wuhJ »«■ i4iitit«tuii 
tial. The largom woiilii n-.-^uh inim n- 
auction^ It. uncumiM>nr:.itiNS iHrnnUat 
can*, The iiniiiMunHi w\u\ mctmv l>el(m' 
2(HH^ (if thi> twiverly line generate an 
estimated $(i.H billion in uiii'om|H»njir.:e(l 
care cwt* annually IU8J) ilnhnrM. " ' 
Mate aiui liR'at frnvfrnmentii ruiam-t' 
ahoul one Ihiitl oi im pxiienop I nmu{{ii 
la?: levy mppoK nf public hoj»pitnli*." 
I{eiiuciH>n ,T. uiicomiwnitaic;. curv i'ur 
me n<K»r ami near iKx>r wouiti tneiieiur.' 
ivhlace pnbnc Huhttidifx n: nu i mated 
iii.li hililon with Moaicai(i nay menu inr 
ouy-ih narlicinan.j*. in ad<ii.iiin. mai.' 
and county |)n>irranui currently provide 
or finanre car»» fur low inroinr and nii u. 
catty indigrnt mdividiuiU nt u rf^. jf 
approxinmti'lv }:\ hdlion annually. " 
M*hil' no available dnta descnU- Ihf 
nroportton unod to i»i-nvide care to the 
near jxwr. it i?; likely tnat sumi' r?- 
jiui'lion woul^l iK'cur. New Mwlicaid 
nmfframpx?>endu»:rfi», TVS'* r» Ji-rUly .1- 
nanced und»r rurr •?>! mitrliinif \r- 
ranjfenienlj*. would thut* repla;r n|M>nd- 
injf in diven*? l<»ca'. stnt •. and f'-l Til 
protrmms cttn-entl, hro.-i Mnir x.iv ihv 
medicall.v in li^* ':it. 

1 ite pro|iotied !»ieiliniitl b;iy in ilu»r»'- 
foix» pnjvides fi»r a Mifnifieant fxpinHiun 
tif in^urarre C!wvr3i»t» fin inje I 1 irjji'ly 
hy tlir public wrtor ah,l i -tit:;: ;lip 
mw-innjtne uniiimir.' 1. .Vh-.-n ii'iliint'd 

WiJI, a .Wit.*:.. .'A,. .!.. W, V ■ .J^l; 

partifitmtiun b,- th" j i.J r^illlt m ir- 
iMM>r nniiiKuml und noti; itMp |«ju. v 
holden* would reduce thi* minikT vi un 
inrtttn'd nationally to 15 niilli m. 

iniiui"in.''n'..; . i;i ».:.ip; n t :i!.tn 
d«ti" foliuwi'd iiy t{ Mfdira: I . Mn::: i >ii 
and ixiy iii would ronibmc brna i pjii'i - 
ami private f»crt(>r fliinniarbt-.^ t.) i^r i 
vid»MM\«ra>re<-'rn)nivinan."tl nii .i m >r 
thr A' nuUmt) umn^'Dml M idi ii vcl- of 
invi.nuv Th ♦■mp!- >< r mnmlnt*- wind I 
<iiM\idt- )inn>ar;- '..iirl.iiuui' tiAi-rii!" 
for JHi ini]ji"ti m» io'.isiy iiuin.«-i»r' 1 
rriipIiiVfi * aj. l- 1>. l.-m.-. Wnu thv 
prior inipifmn .iVon ..f thr fiiinidiiK' 
th< Mfdn ;«..N*MM':^i.in v- tiid . irtcr 'i ;{ 
t:iiliifti uniii un.. ptT- ti- imh..- 

lhri'U>:(l->5i: Ifl(- li.il • ;l!i iddlMnI!.;' 

hiillmii fi'tiipoiMrdy pooriiunii^: juiy 



yiw'W nmntii, Th- imy-iii .-ou. i i.,,'. r 
MibsidiztKl coverall' to an addilonnd ;». i 
million pn'v;ounly uiiinotuml near muv 
Thiti rumhination of strau iricH would 
dmw on public and private n'>ourr«'>, 
provulihK cuveraj^* U»th un the biu^is of 
employment and on the bai*ij< ni incorTv . 
Inintementation o! (ri-> niii" . ...n i 

mai'ke'by nuiuce in- n ■ v p : , • , : 
Ine buy-in, ip ad<lit);i.- .i . ; 
expanded Mefiii'HHi tir^'^i it. . .... 

date would cover O.S tmlliot. worKin^: 
Door and their deiKiidentH .w! ».'. :i. * 
lion eniploy(><l nea.* »MMr a!'.' fi' 
iM'ndenii*. Toe hubiii- M'Oio" . t- 

vidi' cowrajTi; lor to • riMoaiiu. ; 
aiidnear}>tH>r:ind(neird('ni tiuv';. . u- 
Mumin^; trii«. tn - noi.-^niU'.i-n^... t 
hwitrneti lo piiti'nf insuruitc o, a.-* tiiao- a,- 
7.2 million iHMriiot covered n*- »nf uiau- 
dalecoido nmli in MwncajiU'u :, f .^ . i" 
$11.0 billion un:t nt^ ma*i»' 'i-; i. > .^.i . : 
near-pour |>ersons coui.l .■:.•).; ;., .i ; 
hi:v-in ai a )i^nts* c(w; ii*.'<17 w oil.; i , 
hi Ml 

The tii^mincant exlrru*ii>n o," pnvat" 
sMlor tnitiirance acerrmpli^hef! ny »ii 
employer niandati* wouhl thus allot a 
cimsidernbi*- shan-ol'th*' t-o.-l.-oi'inHur 
ln::lbe imiiiKiired to the privalp sevtor. 



i.i^'i.' iiiUii.,.:. ■ i.r •wi,.^ ,ii • 

jKHir aiiM itji? ' . . • 

eo.«it oi'subsHlir.i:!'- • y-.u;'. \ 

1k' I'ovcre ■ u. t-.r -i .. 

Wtiuid u»> n'a>>»<.*:.. ( ■ .. ... ,, - .. !•• 

lor, ikioii^' Wi,,: • .... .,1 i; I 

iMiiii ' . mil ., I . ,. >u.! 



•. : .III 




Oio/.-:' lii.'U. ■ i. ■. ;ni'i, ('.. ; , 1-, [ 
propo.-al would hw ■ lirani i. ii;ii>V i- 
lion.s for tti" pnvaL" .*tT,vr: 
thfii'lnn-. i.x tho appropri.* ■ ii.'.ni^'^i- 
menr of coNtH between tm» puolu uid 
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Totll »to 
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p'i/i; • : .■•: »• ?; ».■[:»■».' iM i I i^liy si t'h I >j|!t|i 
. i. r'Ji;.-'.-nJi.Mjn;ii..uiA'.l|i,n>r. 

'Ill - exiwisi'm ;»»" Mt-dicaiil pnrsu.'d 
in iKiktatiuii. a pun-iv puhlii necl.tv 
approach to pmvidit;^ (.nvvruK* f'^i* t^i ' 
iiiiinMurpft \Hmr, \U)\M likely >-\>m\]\ in 
a »uh!»Uiiniul nMlinlrihutiim (if costs 
ir%>n\ lhi» privoK' to the public si»ih>r. 
VS'hile the public j«oc*t<>r cost of inclmlinj; 
th.' uninjiuml \HM>r would amoiitit tu 
$i;i.r> billion, tho |xitential enrullm»Mit. (,f 
lK'rHonj;\v|ionirrpntly.'«»ihs<prih<-tii n^tii- 
K^uip or ifniup hi-nlth insiiran.-e wmiM 
i«hif' upto$y." billion ill a^lt^i^Km;^Ic■^.sl^ 
t:»tfir pr »jjr'»ni. 

A Medivai:l Imyin. implcnifiitrd 
witbuiil »tipulati(iiis an't'ctiiii; privjtit- 
mtor cowragi-. woulrl oxtrnd iiHiir- 
aiui- to the hpar |xN.r nt a !*.ib<tanti»l 
addUHinul post tn the piiblu- -ertur. This 
ro«» \\u\iU\ {le|H'n 1 ini|Hirtiint!y <.n p:u - 
iM'ipat iciii ratj-f* ami t lii' nmount tjf suIki ■ 
<liz;ttion pn vidtMl. In mlHition. aM;* uf 
this pn>pr."ni wonld bf nffwi l»> tr»hi ■• 
tir)ri.*4 ill tin- nml of ciirivnt publif pm 
in-«ni> >«'rvinjr thr near |Mior. The urns- 
co.-tH for c«iv<Tajfi' t.f hl.i! niill!(»;i uriin 
nin-.l and mm-ftmup-insun' I ric ir 
iwHir. howevi-r. nnulil approarh 
billion At. li'Oi't J-l.i; )>dlifin ni this 
amount would n'pn'fu-nt h rinuiirin>; id., 
limit i4in shiftril tmin the privjitc tho 
piiuli ■ . i:". 

I'rn>r iinp'n'mrntation nfthc ♦•mploy-i' 
main late wouM siwHiifimntly ndii^'- 
oist.". of bolh M»»diraid expiUfi >?; 
and fill' buy in. Thr mandatr- wi^iild pr 1 
\id»' roVfi-Hiri' for .*>.•; miilidn wiukin,,' 
|>o..r and Uioir f|riH'rid<'n;,-. ji^.-iifnnif! 
ii'-p..iiMbtlity for nifrios! hah'ttj' 11111:, 
.-tirt'tl pivir !n tlir pn".:»f»' .-(I tor ; ks,. 
of tru- 'Xpaiidid Mcjiuai.; nrnMrici 
Until.! iH- r<-,iu< «"| i„ ijfti.. ;i 0] i 
bt]ii..n;<<'n'i .-n)'. \i;jf l\u !.o»i- . • . 
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;».T nnlli;>n uf thi- near |»>'irtdiKibU' tir n 
biiy-in pnnrrun wnnld n-iluci- chsIs of 
Ihis pi.»>rrain to $7.}) billion. Ilnu-vrr, 
implHiicntation of tht- mamlato Would 
iinposr .i ?.W-billion huiilcri on thv pri- 
vate wcf '»r. T)ii< c»!«t to firriif. and iiulh 
viduaU would W aa-rnnpaiiii-il by cm- 
pliiynH-nt nffrrn and <l(M'rfa*<4| lax 
n*\vini» s. \S1iiU' th." employer mandate 
would arcnnr.p'ish a miyor nnliu tioii in 
Ihi- j»izo »if tin- iinint«un'd ixipuluiion, 
Ihen-ropc. Its inipiicl tm the privui<» m-c 
torwiuldlu- substantial. 

Tin- i'tp>l of fxpandin^ the Mo<liva»d 
pc»jp;:ini thii.- di-iM-rui:* rritivally on a 
tlwi-iioti coiKrmiiijf the appn'iprintc 
nik- of employer?* in pnuidinj; coverajft- 
fur thi' iiniriMin'd. This ditition afferts 
1J4 million unin:tuivd wilb tiys the 
\\f»rk ffiro'. r.ver two thinl.. of tin- total 
uninsunil. Within the larger jrnmp ..f 
uniiiMired. h<iw('\er. thi.-^ ileijjiioii :tt 
ffTt.i;! ^Tiiup ofi rnployeil |XK>rand neur 
fKinr who wrudd i-nndl in an fXpaude^l 
Mediraid proj,Tam in the abseme nf a 
rnand.j'e. Thi> ^oup amlil join either 
th'- publu'ly or |»nvately if;,-^uiT 1. de- 
fwiKlin^* 0:1 ilu- nnan.'inj' .-ieiiai i't. \U'- 
caiKi'lhey urelow invonie. fheyniiilil be 
inrUuled in pultlif insuranee pro^rratns; 
iM'cauM' tlH v are ''mployed. howi'Ver. 
thev .<bonld ar^rnably* Im- vM\».n'd 
throivh the wnrkphit'e. 1h" dtviMon 
I'onceriiih^r who piiividr ot.v»'r- 

JtR'- lor tbes»- Hlmilliort |»*'r,si.ti,, undi r 
iies till- rlinii'*- of a ^trati■^^> lor itiHUfiii^' 
thi' i.fiiri.'iuivil |HM.r in thi.. plnrali.^ii ■ 
sysfein. 1; del* iniin'-.- wli-rin r 'l - 
M»-dif.uil iii>-i:r*arn will benirite the i.n 
inary pp'xider t'rm.^nr.itir*- I'or ti-.. in„,i 
atit! pH-Hl'ly •]]' II. iir onn;. fir p- r 

will -el'V'- 'i- ,( p;ihli( >ni>-[ \ -.Kr.,,,-, 

:i briM-l.-r emiil.'\nient lia-ed iti-ni;iiir > 
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Mr. Morrison. Thank you very much. 

Cornell, if you would join us at the witness table. 

Cornell Scott, President of the Connecticut Primary Care Asso- 
ciation; Director of the Hill Health Center has arrived. We would 
be happy to receive your written testimony in full as part of the 
record, and invite you to summarize it and emphasize those things 
you want us most to hear. 

STATEMENT OF CORNELL SCOTT, PRESIDENT, CONNECTICUT 
PRIMARY CARE ASSOCIATION; DIRECTCR, HILL HEALTH 
CENTER, NEW HAVEN, CT 

Mr. Scott. Thank you, Mr. Morrison. As you have indicated, I 
am Cornell Scott, President of the Connecticut Primary Care Asso- 
ciation, and also Director of the Hill Health Center here in Now 
Haven. I am delighted to be here this morning to offer a few com- 
ments, and thank you very much for this opportunity. 

What I will try to do in the time allotted me is first discuss what 
we view as the problems from the Primary Care Center's point of 
view, look at our model and how we think we have been effective 
in providing services to the uninsured, as well as to children and 
families. What I will try to do, I know that you have heard the 
bare statistics, but I hope you will allow me to summarize here 
very briefly some that are significant for us. 

In 1980, we noted that 11.4 percent of children lived in poverty 
in Connecticut. Out of that number, 34 percent of the children 
were black, and 42 percent were latinos. Obviously, the poverty 
sets the environment for the following statistics. 

First, is the obvious lack of access to health care, especially 
from minorities and low income populations. But when we look at 
the health status, we find a higher infant mortality rate, high 
HIV infection rates, higher teen pregnancy rates, more untreated 
hypertension, more chronic diabetes, and other chronic diseases, 
which reduce life expectancy, and also impair the quality of life. 

For the period, for instance, from 1984 to 1986, infant mortality 
for whites in Connecticut was 8.5 deaths per thousand life births^ 
while for non-whites this number was 17.4. However, this does not 
tell the full story because if we look at some of the inner city com- 
munities, wo find that the infant mortality rate is 20 or higher. 

And for low birth weight, which is a major health problem asso- 
ciated with lack of access, the number is equally as gloomy. We 
find that the rate for whites at the bame time is 5.5 percent, and 
for non-whites 12.3 percent. And this is a very sad statistic. 

When we look at Dther indicators of health status, for instance, 
births to teens in Connecticut, the percentage of births to teens is 
three timeo the rates for blacks as for whites. We also note that 
there has been an increasing rise in syphilis, and this has been felt 
strongly in the urban communities. 

Now, AIDS, obviously, has taken its toll, and I do not have to 
repeat these statistics for New Haven. But we know that for blacks 
and Hispanics the impact is severe They represent 52 percent of 
the diagnosed cases, while they constitute only 11 percent of the 
population in the state of Connecticut. And we can break this down 
by cities as well. 
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This should be noted with a considerable degree of distress be- 
cause what we have identified as being prevalent, the illnesses and 
problems are often preventable, treatable, and controllable with 
adequate access to care. Thus, the need becomes very obvious. 

What is the present state of primary care iFor low income popula- 
tions in our state? Primary care for low income populations is, ob- 
viously, fragmented, and we might describe it as being underdevel- 
oped. 

There is a reluctance on the part of many private providers to 
serve the Medicaid and uninsured population. There are sometimes 
local and cultural barriers even when the services are provided. In- 
adequate transportation is often a barrier for many people. And 
often those providers who serve the population are overburdened 
and experience many frustrations, including broken appointments, 
which, obviously, complicate things not only for the provider of 
service, but also the beneficiary. 

There are roughly 64 census tracks in Connecticut that have 
be'^n designated either medically underserved, or having a health 
manpower shortage area. There would likely be more were we to 
do this analysis today. This situation existed some time ago when 
the statewide analysis was done. 

If we define populations at risk for 1) poorer health status and, 2) 
lack of access as those persons at incomes below 185 percent of the 
federal poverty level, there are approximately £92,238 persons, 20 
percent of the state's population in this category. 

If we look at the major urban centers in this state, we find the 
followmg: New Haven, 45 percent; Hartford, 46 percent; Bridge- 
port, 38 percent; and Waterbury, 30 percent. 

If we look briefly at the uninsured in Connecticut from our van- 
tage point, we find that a m^or segment of the low income popula- 
tion falls into this category. It is estimated that 352,000 people are 
uninsured in this state based on a 1987 survey. Another 200,000 in- 
dividuals are on Medicaid and city welfare. This translates into 
about 11.3 percent of the population. However, approximately 16.5 
percent of the black and non-white population are uninsured. 

Of the above total, 120,000 individuals are in the age category of 
0 to 19 years of age. 34 percent of Connecticut's uninsured; 133,000 
are in the age category of 20 to 29 years, 28 percent of Connecti- 
cut s uninsured. In summary, these population groups represent 
about 72 percent of the state's uninsured. And nationally, you have 
und >ubtedly heard the figure, it is estimated that 78 percent of the 
unii ired are either workers or dependents of workers according 
to the Jlmployment Benefit Research Institute's 1986 survey. 

In the U.S., 53 percent of the children are in poor, single parent 
families, and uninsured. Forty-three percent of the children were 
in poor, two parent households, and uninsured. When we look at 
the impact of this on the status of health care, we, obviously, have 
to consider access and utilization. And what we find, generally, is 
that the uninsured have fewer physician visits, higher hospitaliza- 
tion rates than the insured, leaving a real gap in care. 

Currently there is an access problem, which translates to the 
lack of primary care and prevention services. What then is the role 
of community health centers. This model has been described as 
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pr ibably the most effective modei for large, low income urban pop- 
ul itions, as well as rural populations, in providing access to care. 

First, the Centers are community based, located in the areas of 
greatest need, frequently described as medically underserved area. 
In Connecticut, the centers are located in cities, towns, with 19 
percent of the total population, but with 32 percent of the population 
below 185 percent of poverty. 

The Centers serve low income populations. About 80 percent of 
the populations served in these centers are below poverty level. 
They have demonstrated a very positive impact on health status, 
reducing infant mortality, infectious diseases, caring for hyperten- 
sion, and, obviously, reduced hospitalizations, which are quite 
costly. 

It follows then that Centers are cost effective. In the hospitaliza- 
tion area alone, there has been anywhere from a 30 percent reduc- 
tion in costs anj'where up to 50 some percent. Centers are family 
oriented, emphasizing case management, outreach, and "patient 
pursuit/' as we like to call it, finding those people who are in 
reatest need, and making sure that they get the care that they 

ave not been accustomed to, or not had before. 

Centers are comprehensive. It is interesting now to hear the As- 
sistant Surgeon General use the term *'one stop shopping''. We 
have called it "comprehensive," which means providing as many 
services in one place as possible, so that people do not nave to go 
from place to place to get the basic care that they need. 

Centers provide a wide range of services. The services range from 
pediatric services to care for the elderly, substance abuse, nutri- 
tion, pre-natal care, teen pregnancy prevention, and more recently, 
a couple of our centers, a group in New York, and our own Hill 
Health Center, have received grants from the National Institute of 
Health for AJDS clinical drug trials, which means that for the first 
time commtmitv based organizations are able to make drug inter- 
ventions available to a neeay population. The centers are accessi- 
ble, with convep'^nt hours, locations, making sure that there are 
no language barriers and eliminating financial barriers. 

Brietly, who is served? In 1980, there was 66,200 persons with 
over 2Vd,()00 visits to our centers. In terms of the racial ethnic mix, 
82 percent of the population was black and Latinos. Women and 
children, women of childbearing age (15 to 44 years) plus children 
age 14 or younger, account for 70 percent of the visits. Insurance 
status— approximately 25 percent of all visits in 1987 were to unin- 
sured individuals. This figure has likely increased by now. Howev- 
er, at two centers it should be noted that over 40 percent of the 
visits were by uninsured individuals. 

In summary, I think that it should be noted that there are towns 
in Connecticut with more than 20 percent of their populations at 
incomes below 185 percent of poverty who do not have access to 
primary care, or do not have community health centers. And this is a 
great need. 

I can go on, but let me stop now and thank you for this opportu- 
nit-' And I would be happy to answer any questions that you have, 
l.iank you. 

[Prepared statement of Cornell Scott follows:] 
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Prepared Statkment op Cornell Scott» President of the Connecticut Primary 
Care Association and Executive Director of the Hill Health Center, New 
Haven, CT 

Hr. Chair nnd Htmbera of th« Sdloot Comwltteo on Chlldrsn, Youth and 
Pawillofi, X an Cornoll Scott, Prduident oC the Connecticut Primary care 
Asaoclatlon and Executive Director of the HUl Health Conter here in New 
Haven, i am pleased to be here today for thle hearing of the Committee in 
M«w Haven on altornativea to financing health Care for families and 
children in the U.S. On behalf of all the community health conters in 
Connecticut, we commend you ifor your efforts to improve acceefl to care for 
the thouianf?a of children and famillBB in our state and nation. 

My commtntB will be around the IsBuee of accesa to health care in 
Connecticut - with a focus on the uninaured. I will also opeak briefly on 
the role that community health ccntera play in improving accoBB to rare 
for thousands of indlvidualo in our state. 

In 19fiO IX. 4 percent of children lived in poverty in Connecticut. 
However, 34 percent of the children were Black and 42 percent wore 
Latlno«. The poverty sets the environment for tne following gloomy 
etatlaticut first there Is the obvious lack of access t.o health core 
generally, especially for minorities and low income populations, when we 
look at health Status, we find a higher infant mortality rate, higher HIV 
Infection, highc. teen pregnancy rates, tnors hypertension, diabetes and 
other chronic diseases which reduce Ufa expectancy as well as the quality 
of lifQ. For the period of 1984-86, infant mortality for Whites in 
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Connecticut w«a 8.5/1,000 live blrtht, whilt for Non-Whltg» tht« nuwb«r 
wall 17.4. However, thlo in not the complete etory, for In i»owe Inoor-city 
cownunltleB, the im was 20/1,000. Low blrthwelght 1b a major health 
proWem aaaociated with lack of ae ,aaa care. For the p«rloci 1984-86, 
low blrthwoiqht rata for whltoB wan S.5 percent while the rate for 
Mon-Whltes waa 12.3 percent, some other health atatuo Indicator* are the 
follow: ngt 

Birth to Taens - In Connecticut the percentage of birthsi to 

teens ie three timoo the riite for Wbi**^»<». 

syphilis - There was a 70 percent increaae for the 

three-year period of 1984-87. 

AIDS Olacka and Hlspanics account for *)2 percent 

of diagnoaed cases, while representing only 
11 percent of the atate population. 

It ahould bo notod with sorae degree of alarm that many conditions 
identified an being more prevalont in low Income populations are 
preventable, treatable, or controllable through adequate primary care. 
Thus the need for care Is obvious. The lack of access is paVnful, 
wasteful and takes its toll on too many low Income Americana. 

ThB Present State j?jL._p.):iiDai:y„.ceLrA tor -Lfitf--lnMJne__£oEUi?UJ^^ 

Primary care for low Income populations 1* frogmented and underdeveloped* 
There is a reluctance on the part of private providers to ficrve the 
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Hadlcaid and uninsured populationB. Th«r# ar« language and cultural 
barriers, tnadaquate transportation is of tan a barrier for many people. 
Often those providers who serve the populations are over burden and 
individuals experience a long waiting time before getting cervii^es. There 
are 64 census tracts in Connecticut that are designated medically 
underoorvi a-^d/or health manpower ohortage areas. There would likely be 
more if a statewide analysis were done at this time. 

If we define populations at ri«K for 1.) poorer health status, and 2.) 
lacK of access as those persons at incomee below 89 percent of federal 
poverty level, there are apprcxirnately 592,236 persons, or 20 percent of 
the state population in this category. 

If we look at the major urban centers in the c^-^ite, we find the followingt 

New Haven 45% 

Hartford 4G% 

Bridgeport 381 

Watorbiiry 30I 

!Ihfl_Uninsured in p^nnftrt.lnit. 

The uninsured are a major segment of the low income population, it is 
eatimated that 3^52,000 people are uninsured in the Btato bane - 0 1007 
survey. Another 200,000 Individ^vlo are on Medicaid and city Welfare. 
This translates into about 11.3 percent of the population. Howt er, 
approximately le.s percent of the Black and Kon-White population is 
uninsured. 
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Of th« abovo total, 120,000 Individuals art in the aga cataqory of 0-^19 
years, 34 parctnt of Connecticut's uninsurad; 133,000 aro in the aqa 
catagory of 20«*29 years, 38 percent of Connecticut's unlnBured* in 
aumnaryf these population qroupe represent 72 percent ot the state's 
uninsured » 

Nationally, it is estimated that 78 percent of the unlnaurod ara either 
workers or depenients of workers according to the Emptoymont Benefits 
Reeearch Institute, 19B6. Approximately 3^ percent of the total are 
children. 



In the U»S», 53 percent of children in poor, singlo parent families were 
uninsured in 1986. 

Forty^three percent In poor two-parent households were uninsured In 1906* 

Impact of untpffmry,^a Status OH Healt lv CAr # AgceftS/ . utiliyation 

Insurance Mean j) nf Phyeiclan Percent 

coverage Vieite - 1986 Hospitalized 



Uninsured 3.2 4.2 

tnsurod 4.4 ^.7 

Oap -27% -19l 



Clearly there in an access problem which translatss to a lack of primary 
care and prevention ssrvicss. 
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Thcr« urt currently ten comnunlty health centers in the Connect iovt 
Primary care Aaaooiation. The Centere have b^en daecribed ae the beet and 
laoet effective model for eervln? urban an<l rural low income populatione. 
Some of the diBtlnguiahing characteriitioe of health canters are the 
following! 

They are coiQnunity baaed " located in the underaervad 
naiqhborhoodo . 

In Connecticut, the centore are located in citiea/towna with 19 
percent of the total population, but with 3^2 percent of the 
population below 185 percent of poverty « 

The canter* serve low inoone populations - 80 percent of the 
population lierved in the state arr. below 165 percent; of the 
poverty level. 

The centers are comprtihenaive thay provide a wide range of 
nadicaX, dental and health related services; often through 
multiple filteSf mobile clinics, etc. 

The clinicB are accesMible -* clinic hours include nightsi 
weekends and appropriate arrangemerifco for working individaala and 
faroillen* The nnntora ellminattt cultural, languegei finanolali 
attitudinal and other barriers to care. 
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Thft oanteru ar« ref«ponilv«i to thair comnuniti«s they providfi 
spciolal pro9r«nB to addr«99 ongoing and new hoal.th problems, a.q, 
homolatCr iiubat«iiL?« abuse, tfi^ry t\Tt*fjrtnnr.y , ATOS* hunger/ Inrciit 
nc^rtality, hypertenaioni diabetoer et9. 

Centers promote preventive hoo h care and appropriate use cf the 
hoepital emergency rooms* 

Centers have improved the health status of the populations 
served. They have reduced Infant mortality, ihe«;)(hatlc fevor, 
middle ear infect ions , and increased the iuiniunl^atlon rates. 

The centers provide high q\ialtty care - U\o centers provide a 
oase^foanaged approach to care; cnere it, ou\; reach, followxip and 
oontiimi.ty. 

The oenter<i are efficient and coat eftfoctive - the number of 
people served has shown a dramatic Increauw while funding levels 
have grown at a very slow pace* centera have been skilled in 
generating other revenues to sv^pport the Increased demand for 
services. A part of the center tradition is wake offecMva 
and judicious use of of.hor health profaanionalff , support 
flervAcesj etc. Several studies hAve shown that center* have cut 
hospitalization ratee by 44 percent, hospital days per patient by 
62 percent and average length of stay iv 34 porcent. Centers 
also ciontrol tho cowt of hofipital cares* 

The oentera are fumlly-orianted in their approach to care» 



85 



Who la S<>rYy4 

In 1966 -* 6f>,2b0 persons with ovttr 275^000 pfititnt encountdrs. 
Racial/Ethnic Mix - 02% Black and LutinoB. 

Women and Children when combined, womon of child boarlng ngo (15-44 
yeairs) plus children ag« 14 or younger account for approximately 70 
peircont of vlsltB. 
inauranco status 

Approximately 25 percent of all visits (19Q7) were to uninsured 
individuals. 

This figure has likely Increased, 

At two centers, over 40 poroont of vlsltd were made by the uninsured. 

In sumnary, the r^eed for care has been well documented. There are 
critical problemi» with access. The level ?.nd sizu of the uninsured 
population deserve much more attention , however, the impact of the problem 
Ifi sericua and a resolution must be found Immediately, while community 
health centers play an inportant role In serving the uninsured, there are 
towns in Connecticut with Tpuro than 20 percent of their popuiationc at 
incomee below 185 percenc of poverty and in great need. Additionally, the 
current centers face aignificant challenges « surge in demand for care, 
stagnant or declining resources, shortage of available personnel 
(medical), high malpi^actice premiums, and inadequate Medicaid and Medicare 
roitnburnument »'Att<s for salaisted services. 

Th^ro ia an urgent ncod to invest in a system that assures that primary 
care is available and accessible to all cltlxens. 

Thank you. 
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Mr. Morrison. Thank you. And I want to thank all three mem- 
bers of our panel for their testimony. 

Dr. Klerman, if I could start with you and ask a few Questions. 

As I understand the thrust of your testimony, we ought not to 
believe that merely creating universal financing for access to 
health care will solve all of our health status problems. And you 
have spoken in terms of children, but I assume that that probably 
also could be generalized to some degree. At least, the population 
as a whole. But would it be fair to say that your testimony also 
said that that kind of universal access is a necessary condition to 
getting at the problem? 

Dr. Klerman. It would be eminently fair. This country needs 
universal access to health care, as well as other services. However, 
my field of expertise is women and children, and the name of this 
Committee is Children, Youth, and Families, so, I have taken the 
liberty of restricting my comments to that area. 

I do not think there is any doubt, and I am sure the gentlemen 
on my left and my right, representing financing and primary care 
delivery, would agree that in the absence of a more equitable fund- 
ing arrangement, community health centers and other primary 
care facilities cannot survive and provide essential services. These 
facilities need more patients who can pay through public or private 
insurance. And women who do not have insurance are less likely to 
seek prenatal care, and children who do not have insurance are 
less likely to be adequately immunized. 

As a long standing advocate for children, I am in favor of equity. 
But as a public health person, I must also look at health status. 
Health status is not only modified by medical care. In public 
health, we believe that the environment influences children's 
health, possibly more than that of other age groups. 

Universal access is urgent and we cannot move ahead without it; 
but by itself it will not solve the health problems of many children, 
especiallv poor children. We will be medicalizing social problems. 

Mr. Morrison. Is there not a problem then that goes beyond 
merely the health care issue in the narrowest sense— or the medi- 
cal care issue in the narrowest sense, of our decision to look at 
needy populaticns as somehow separate and different, and to be re- 
imbursed at lower rates, and to generally be treated as if their 
access to care is of a lower order of priority to be presented to only 
certain practitioners out of the population that are available, and 
only certain institutions. So, doesn^t our equity concern; that is, 
that the system would think of the health of all the citizens as part 
of the same system, rather than the system over here for the 

EBople who have, and the system over there for the people who 
ave not, isn't that also part of our problem? 
Dr. Klerman. Theoretically, we are all in favor of a one track 
system under which all would seek medical care from the same 
group of providers; all providers would be paid the same, regardless 
of whom they saw, and providers would ask the same amount of all 
patients. Unfortunately, I cannot see that in the immediate future 
for America. Meanwhile, I am concerned about the health care of 
children and, particularly, poor children. 

Mr. MoRHif?ON. Then wouldn't it make sense to pay more for pro- 
v'dors of car<3 to poor children and poor families— who have bar- 
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riers to care because of transportation problems or education prob- 
lems or problems that have accrued over maybe even generations 
in some of these families— rather than the opposite? 

Dr. Klerman. That certainly is true, but the other issue is the 
one that Mr. Scott mentioned that poor families need a different 
package of services. As long as there is poverty, as long as there 
are vast cultural differences within our country, we cannot expect 
that office-based providers are going to provide the services that 
many of these groups need. Therefore, we will continue to need 
community health centers, health departments, family planning 
clinics, and school-based clinics. These are the things that are 
touched upon in my testimony. 

Mr. Morrison. But there are few or fewer office space providers 
to the population as a whole, isn't that true? 

Dr. Klerman. Pumping more money into the system through in- 
surance will move more children into office-based practices, but not 
all poor children. 

Unless we continue to support the kind of services that Mr. 
Scott 8 Hill Health Center provides, we will be spending a lot more 
money and many people will receive services; but first priority may 
not be the pregnant women and children in whom America has the 
longest range investment. We should have learned this from our 
experience with Medicaid. 

Mr. Morrison. I will yield to the gentleman from Illinois to ask 
some questions, and then I will come back for a second round. 

Mr. Evans. I think one of the most disturbing tilings that we 
have in our country is this increase in infant mortality rates. And 
either Mr. Scott or the Committee has given us statistics to indi- 
cate that generally infant mortality is up in Connecticut much 
higher in minority communities and so forth, and I wondered why 
that was happening? 

Is it largely related to the fact that Dr. Thorpe has pointed out 
that a good many women are not receiving prenatal care, or is it 
related to the other environmental factors that you have indicated, 
Dr. Klerman, in terms of the conditions that poor people face? 

And if it is related to the prenatal, the lack of prenatal care; 
and I understand that is a problem at the Fair Haven Clinic, and I 
would assume at the Hill Clinic as well, how do we reach those 
people? Is it more resources to educate women? Is it more resources 
in the programs to reach the women coming into the clinics? 

I am giving you kind of a broad-based essay question here, but I 
would like vou to focus, all three of you, on those issues if you 
could for a few minutes? 

Mr. Scott. I think that, Mr. Evans, it is all of the above. We find 
that the problem is more complicated than we had anticipated for 
a number of reasons. 

First, it has b en somewhat difficult to get providers to serve the 
population. And it is not that there are not those committed indi- 
viduals, but the cost of malpractice insurance has been extremely 
high. For instance, in our own setting, we are paying about $80,000 
per OB now. And that is an incredibly large sum of money. We are 
fairly well staffed at this point in time. 

The other point is that, and the reason why I referenced the one 
stop shopping bit, that there are things that we learned from the 



88 



'60s that helped us serve this population very well, but it was diffi- 
cult to hang on to due to Federal budget cuts and the changes of em- 
phasis and priorities. For instance, we are going back now to the 
case management and outreach effort, which we knew was very im- 
portant and effective on social work. There is again emphasis on 
the case management* All of these things make a difference. 

However, we are faced now with two other devastating problems. 
They are AIDS and substance abuse. Some of the infants that are 
born now will end up as orphans very soon because their mothers 
will die of AIDS. We are seeing some of this already. So the prob- 
lem is extremely complicated. 

We have also had to address the issue of adequate compensation 
for our providers. There is concern around long term disability. We 
have not had an impact on poverty which, obviously, is the basic 
cause of many, if not all, of the problems we face and provide a 
model for care. 

It is our experience that we can impact favorably on infant mor 
tality if wo have the elements in place, and we are doinc that. But 
at the same time there is much more that we need to do to cover 
the entire city. And to do that, more resources would be needed. 

I think we have also tried to address the inadequate reimburse- 
ment rate through medicaid as well N/hile the reimbursement is 
still inadequate for the prenatal package, it is now little more con- 
ducive. We started with the visits. At one time, there was a limit 
on the number of prenatal visits, not to mention the inadequacy of 
the rate. This has changed a bit, but we still need to look at labor 
and delivery costs, and other kinds of services. 

We have to also address ti^a hunger issue or malnutrition as 
well. Nutrition has to be an essential service element. We do a lot 
in trying to get the pregnant woman to stop smoking, which we 
know impacts negatively on outcome. There are a number of things 
that we have to do in risk assessment and prevention. The model is 
there. The resources are not always there. 

Dr. Klerman. First of all, infant mortality rises and falls in New 
Haven on a yearly basis, but over the United States as a whole, 
ii\fant mortality is very slowly declining. The problem is that it is 
going down at a much slower rate than it did in the past, and the 
current crack epidemic may cause an increase. 

I can summarize the medical care problems faced by women and 
children in three words— financing, capacity, and content. 

The Institute of Medicine in its report. Prenatal Care: Reaching 
Mothers, Reaching Infants noted that when you ask women what is 
the main reason that they sought prenatal care late or not at all 
the first reason is almost invariably that they did not have enough 
money. So, the problem of financing care is still number one. 

But the second problem is capacity. Relatively few private obste- 
tricians accept Medicaid or large numbers of Medicaid patients. As 
I go from city to city, and state to state, studying these problems, I 
am told about six week waiting lists for clinic-based prenatal care. 
Such a wait is bad if you are hypertensive, but you are likely to be 
hypertensive for the next twenty years; pregnancy, however, only 
lasts nine months. If you have to wait six weeks for care, you may 
already have passed the period during which prenatal care can 
have maximum impact. 
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So, there are real capacity prohlems both in the private and the 
public sector. 

And, third, I was privileged tc serve on the Pubic Health Serv- 
ice s Expert Panel, on the Content of Prenatal Care whose report 
was released in October. It stressed the psycho-social components of 
prenatal care. We can look at prenatal care from a very medical 
point of view, but the evidence suggests that the services that make 
the most difference are smoking cessation, alcohol abuse preven- 
tion, and family support. In most states it is difficult to convince 
Medicaid or any insurance program to pay for such services. There- 
fore, this routmg relies (n health departments and community 
health centers to provide those services out of their basic support 
grants. When their basic support grants are cut or do not increase 
relative to medical care inflation or the number of people served, 
these are the first services cut. The obstetricians stay; but the out- 
reach workers, the nutritionists, the social workers, the home visi- 
tora are dropped. Prenatal care does not improve and infant mor- 
tality does not decline. 

Dr. Thorpe. Financing is clearly impoi-tant, and that is probably 
in terms of a first step. That is the first initial step that would 
have to be taken. But to give you a couple of examples of why that 
is not sufficient. 

If you look at a state like New York, which I have spent a lot of 
time studying. New York state has, New York City, for example, 
has by far the most expansive public hospital system in the coun- 
try. 

The public hospital system there provides over half of the ambu- 
latory care in the city. It provides for one-fourth of the in-patient 
admissions in the city. Generally, for the uninsured, there are few 
payment requirements. And they do pride themselves on trying to 
provide universal access to low income individuals. 

But if you look at the combination of the help in the Health and 
Hospitals Corporation, a fairly expansive Medicaid program in 
terms of the percentage of the poor that they cover, a $400 million 
per year bad debt and charity care fund, which explicitly finances 
bad debts that hospital's incur in the voluntary system for provid- 
ing care to low income patients; that despite that patchwork of fi- 
nancing systems that are in place, the types of care that— primarv 
care in particular, that low income individuals receive is still fully 
inadequate. 

Much of it is because of the fact there is a capacity issue that 
much of the primary care is institutionally based. People come in 
really when they are sick, rather than to come in and receive pri- 
mary and preventive care, basically because they would have to 
wa't an awful long time to ever receive any services. The waiting 
times in outoatient departments and emergency departments in 
those hospitals are very very long and are basically triaged out of 
the system. 

So, financing is necessary, but as that state is trying to embrace 
right now, reorganization of how primary care is delivered in the 
system is probably as, if not more, important. 

Mr. Evans. All right. 1 do not really have any other questions. 
Just, Dr. Klerman, I want you to know that this Committee under 
George Miller and Bruce Morrison's leadership has looked at a lot 
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of the other issues that you have talked about, which we think are 
vitally important—violence in families in terms of housing pro- 
grams. We know that there are real needs if we are going to reach 
.>ut and address the problems that the poor people in particular 
face. So, we appreciate you bringing them up. But I wanted to 
assure you that we have been focusing on those issues as well. 

Mr. Morrison. Dr. Thorpe, I wanted to ask some questions about 
your statistics, and also about your studies of alternative strategies 
for improving financing access. 

First, with respect to your breakdown of the source of costs in 
the system. You identified 39 percent of the change in costs from 
1987 to 1988 as a result of changes in service intensity, meaning 
more procedures and more technological innovations being em- 
pl^ed. 

To clarify, when you say that 52 percent of it is inflation, in- 
crease in price.% what kind of prices do you mean, and what do you 
use as the base make that determination? 

Dr. Thorpe. Well, that is a real problem, but basically what it is 
is underlying changes in wages, and underlying changes of non- 
labor inputs— the cost of capital, electricity, and so on. 

Mr. Morrison. But this is medical inflation rather than societal 
inflation. Doesn't this medical infiation tend to be higher than the 
CPI generally? 

Dr. Thorpe. Yes. 

Mr. Morrison. So the data does not answer our question of why 
it is that costs in the medical sector go up faster than costs go up 
generally either, does it? 

Dr. Thorpe. Well, I think that is a real important research issue. 
We really do not hu /r* a really good index of medical care price in- 
flation. What we have is an index, which essentially looks at year 
to year changes in hospital and physician charges, which is not 
really a price index because those charges are never really paid by 
most of the population. 

So, if you did look at sort of the actual changes in costs, which 
we do not have, that is not what the medical care CPI does, it 
would still be higher, but how much higher than the CPI is not 
clear. 

Mr. Morrison. I know, but if you ask people why medical costs 
go up, many would cite certain compensation issues, some of which 
are caused by shortages. Certainly, the nursing shortage has had a 
big impact here. But when we talk about drug prices or the cost of 
high technology, we really do not know very much about the extent 
to which the price increases beyond general societal inflation are 
justifled. 

In other words, we should not just pass over the half of the cost 
increases distributable to inflation and sav, "Oh, well, there is 
nothing we can do abou . that." We do not know the real effect of 
monopolistic forces, unregulated pricing, and other factors in this 
area. Therefore, we should not iust assume that this inflation 
figure is incapable of being regulated out of the system even if 
there is an effective financing mechanism that looks closely at 
what these coste or their benefits really are. 

Dr. Thorpe. I think that is a fair statement. If you look at that 
figure, and looked at a couple of states. And, again, just because I 
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know, the New York numbers pretty well, that the rate of increase 
in underlying wages and cost of capital and non-labor inputs there 
18 not a whole lot different than the CPI. 

Mr. Morrison. Let's go to the most startling chnrt, Table 3. You 
demonstrate a dramatic difference in what I take to be utilization 
of various kinds of procedures and equipment between the United 
States as compared to Canada and Germany. 

First, just let me clarify that this table is of the incidence of use 
of these items? 

Dr. Thorpe. These are just units actually, so, these would be MRI 
scanners, open heart surgeries. 
Mr. Morrison. So, in other words, these are facilities to do this? 
Dr. Thorpe. Facilities, right. 

Mr. Morrison. So, this does not tell us the intensity of use? 
Dr. Thorpe. This is not even the utilization side, which would 
make it much more dramatic. 

Mr. Morrison. So, this is just the capital expense 

Dr. Thorpe. That is correct. 

Mr. Morrison [continuing]. Not the incremental expense of using 
it time after time? We have to finance the capital expenditure 
before we can even begin to wonder about the question of using it. 
What IS your obser/ation about this? Is there any pay off for this 
dramatically higher capacity for these kinds of more sophisticated 
interventions? 

Dr. Thorpe. AVell, there are clearly payoffs to having the technolo- 
gy available. I think the issue is what is the payoff from having it so 
widely distributed. I mean, it does serve a benefit in the sense that 
it provides access to patients in community hospitals so that they 
do not have to travel to regional medical centers, for example, so, 
there is a benefit in that sense. 

Froin what I can tell, there are good reasons why the United 
States has different rates of diffusion. Two basic reasons. 

One is there is no mechanism by which the United States regu- 
lates or monitors either the adoption or the diffusion or use of tech- 
nologies in this country. It is one of the most surprising facts I 
think that you would ever see if you look at the literature, that the 
technologies come on line with no studies of clinical or cost-effec- 
tiveness. They come on line without randomized clinical trials to 
understand their effectiveness, let alone their cost effectiveness. 

So, that is just generally not done. And they are so widely dis- 
bursed because of concerns about medical malpractice issues. Many 
hospitals have access to a lot of the technologies in order to just 
keep UD the local standards of care. 

Mr. Morrison. Well, it is almost a religious belief in this society 
that the existence of these technologies and investments make us 
healthier. In the Hartford Current yesterday, there was an article 
by the executive director of the Connecticut Medical Society. He 
argued that the reason that health care costs more in America is 
that ours is better and ve have more of it. He was delighted to 
note that health care was almost to 12 percent of the GNP and ex- 
panding. He felt it was wonderful that health care is grow h indus- 
try. I think his view is at odds with the belief of most A lericans. 
and yet I found it almost shocking. 
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My question is, what would be the cost of changing our reliance 
and what would cause it to change? And in your research, why 
have insurance companies not caused this oversupply to change? 

Dr. Thorpe. The only insurance company that cioes look at these 
technologies in a broad base way is the National Blue Cross/Blue 
Shield Association, which does have a very formalized technology 
assessment capacity. 

The problem though is that by the timo they make their technol- 
ogy assessments the units are already out in the field. And they 
are making dec'i^tions about whether or not they are going to reim- 
burse for MRI scans of the knee or elbow or whatever. So, they are 
really looldng at very marginal reimbursement decisions after the 
new technologies are already out in the field. 

It has to do— there are a couple of msgor problems with it. And I 
will focus on imaging technologies because those are some of the 
most widely growing new technologies that are available. 

a. We do not have the studies which do prove their cost effective- 
ness in large part because most of the people who do the studies 
rarely compare costs and benefits. The notion of comparing 
diagnostic benefits to how much the technology cost just has not 
been done in this country. 

The way the Canadians and the way that some states that have 
central large rate setting have limited the diffusion of technology is 
by planning. They are just rationed. For example, New York state 
as of three years ago had less than 12 MRIs in that whole state in 
hospitals despite the fact that that is by far and large the largest 
center of teaching in the country. And that happened because the 
state Health Department has a very similar planning function, if 
you will» that the Canadians do. So» they just limit the diffusion of 
the number of units out in the field. 

Mr. MoiiRisoN. I know that you have studied the new New York 
approach and some others. Could you briefly give us your critique 
of the major differing strategies that we see beina proposed for pro* 
viding access, including Medicaid expansion and Medicaid buy-in; 
mandates to employers; and some universal insurance approach, 
which socializes the insurance function in some more broad based 
way, rather than for a target population? 

Dr. Thorpe. The two major differences that I can see is, each of 
those approaches extend health insurance coverage to different 
numbers of individuals. The pure public sector approach is that the 
expansion, and the buy-in, provide coverage for the lowest ^id of 
the income spectrum. And arguably, those are the indiviii^itaii 
where those expansions should be focused initially. 

So, the typed of expansions, up to 200 percent of poverty line, for 
example, would take care of almost % of the uninsured, or at least 

{provide a financing mechanism for % of the uninsured. It would 
eave a number of working families above 200 percent out. 

So, the Hrst difference, is just the number of individuals that 
would be picked out. If you just did an employer mandate without 
any public sector role, then that would also pick up about % of the 

uninsured in the country, but it would leave 

Mr. Morrison. A different %? 
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Dr. Thorpe. Yes, a different %, and it would leave about 6 mil- 
lion poor people without health insurance coverage bpcause they 
are not either full time workers or not employed. 

So, those are the differences. You would cover different segments 
of the income population and the age distribution with these ap- 
proaches. And that is why I think that there has been some inter- 
est in coupling these approaches because you could, depending on 
how you wanted to structure it, provide insurance coverage for ev- 
eryone. 

The second difference I see with them is who pays? There are 
three candidates: employers, employees individuals if they are not 
working, and governments. And each of these approaches that we 
just identified allocate different distributions of who is going to fi- 
nance health insurance expansions. 

So, the pure public sector approach is, as it sounds, would be 
very focused on the federal government, State governments, and in 
some cases, local governments. Employer mandates '.vould have 
costs assigned more broadly to employers, individuals, employees, 
and in some instances, governments. 

Mr. Morrison. But when employers provide health insurance, 
thev charge a good portion of it to the public sector through tax 
deductions, and they pass the remainder either back to their stock- 
holders or forward to their customers in one way or another. These 
corporate entities allocate the cost one way or another, through 
either lower profits or higher prices. 

So, at some level, we are already distributing most of these costs 
to the public. While we seem to get into rather complicated distri- 
bution discussions that miss the point, at the end of the day, the 
society as a whole is paying this 11 plus percent of the GNP. 

Dr. Thorpe. Well, I think that you can discuss the incidence of 
this in some length. But if you look though at the population that 
we are talking about, % of Americans who are uninsured and who 
have a work place connection, the thing that is characteristic about 
this population is that % of them are low income. That is, they 
work m jobs that pay low wages, and in many many instances min- 
imum wages. 

And I think that some of the policy debate that you hear about is 
from employers who employed them, whether they are in small 
firms or that are marginal new firms, the ability to make the price 
acMustments forward is limited. And they view this as a pure profit 
reduction. It is sort of a traditional economic tenant that the new 
insurance costs are passed on through a reduction in other forms of 
compensation. 

Just, for example, if there was an employer mandate, which is 
along the lines that Senator Kennedy and Congressman Waxman 
have proposed, which mandated a very limited benefit package in 
many ways, would add about 60 to 70 cents an hour to a low wage 
worker at $8.85 right now. And the concern is is that if employers 
cannot pass that forward, and it cannot pass it back by definition, 
since these workers are at or near the minimum wage, that there 
could be some concern over employment. 

Now, neither of those caricatures of how this works is right. And 
there is some sharing of the burden of this. But I think your point 
is a good one because it is true that even though we have an em- 
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ployment based system, a lot of the costs of providing health insur- 
ance is in part disbursed throughout the economy through the pric- 
ing system, through prices of final products. 

Mr. Morrison. One last question. And that is, a number of the 
individuals who are going to testifv later have made a particular 
attack on so called mandates. Frankly, I have some sympathy with 
the general anti-Kennedy /Waxman concern, because it does reach 
at the level of marginal employees and employers, and may be to- 
tally impractical at the end of the day in terms of really getting at 
the problem. But these attacks are much broader, and they are on 
mandates with respect to the range of coverage that any private 
insurance must cover. 

But how do we pay for the non-mandated services? Can we realis- 
tically talk about universal coverage in any way and not one way 
or another manage to mandate the package that we have? Further, 
is there any way that we can get our arma around the cost of the 
system if we do not mandate what it is thai can and cannot be paid 
for? 

Dr. Thorpe. I will try not to take too long with that. I think that 
it is a good opportunity to talk about New York's new proposal. 
And I think it has a number of problems, but I think it is interest- 
ing in a couple of respects. 

First, what they are proposing is that the state be a single payer. 
So, that gets directly at the issue of resource growth over time. It 
does not eliminate the private insurance industry in the sense that 
New York state would simply negotiate rates across the boaid. Pri- 
vate insurers would still have some role to compete on managed 
care and on scope of benefits subject to a floor of benefits or an ac- 
tuarial equivalent that they have to provide. So, that is one ap- 

E roach, to have a single payer, which is out negotiating across the 
oard for rates. 

The second, which is intriguing, and it is also very important, is 
that it would provide universal coverage in the sense that everyone 
would receive a UNY-CARE card. In essence, the provider would be 
blind with respect to whether it is a Medicaid, a UNY-CARE 
person, Blue Cross, or whatever. Everybody would have the insur- 
ance card. And UNY-CARE then would be billed for services by 
hospitals and physicians, which are negotiated by Unicare. 

So, the three things which are a little bit different, is that: 

L It does provide universal coverage, which is similar to some of 
the proposals, the Kennedy/Waxman and others that have been 
talked aoout; but 

Secondly, it has the universal aspect to it in terms of making the 
providers blind to coverage. 

And, third, there is a single payer. So, I would chp.racterize it as 
a middle ground between some of the provincial models that the 
Canadian's use, and what we have now. 

Mr. Morrison. Thank you very much. I want to thank all of you 
on the panel for your testimony. We are going to take a very short 
recess, and then convene with our second panel. 

[Whereupon, there was a short recessj 

Mr. Morrison. I would like to call the next panel at this time. 
Siste»* Anne Virginie, who is the Chairperson-Elect of the Connecti- 
cut Hospital Association and the President of the Saint Raphael 
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Healthcare System in New Haven; H, Craig Leroy, the President of 
the Insurance Association of Connecticut in Hartford; Richard 
Holdt, Vice-President of Marketing, Blue Cross/Blue Shield of Con- 
necticut in North Haven, Connecticut; and Janet Spegele, Vice- 
President of the Legal Department at the Connecticut Business and 
Industry Association, Hartford, Connecticut, 

Thank you all for being here. Your written statements will be 
made a part of the record in full. And we will start the testimony 
with Sister Anne, 

STATEMENT OF SISTER ANNE VIRGINIE, CHAIRPERSON-ELECT, 
CONNECTICUT HOSPITAL ASSOCIATION; PRESIDENT, ST. RAPH- 
AEL HEALTHCARE SYSTEM, NEW HAVEN, CT 

Sister Virginie, Thank you. As you stated I am, and this is for 
the record, Sister Anne Virginie, the President of the Saint Rapha- 
el Health System, and I am also currently Chairperson-Elect of the 
Connecticut Hospital Association. 

Like my colleagues here this morning, I really am grateful for 
the opportunity to address you, and to thank you, Bruce, for bring- 
ing the hearing to New Haven, The setting is apt. Like many cities 
in America, it is a paradox. On the one hand, it is rich in cultural, 
educational, and medical resources. It has two large and highly so- 
phisticated hospitals, a renowned school of medicine, many fine 
community health clinics and agencies, one of the nation's highest 
ratios of doctors per thousand population, and nearby a large veter- 
ans hospital. 

On the other hand, wt have an infant mortality rate of a third- 
world country at more than 17 deaths per thousand, and for blacks 
alone, more than 26 deaths per thousand. This, as compared to the 
United States rate of more than 10, which is widely criticized as 
only eighteenth among industrialized nations. You heard discussion 
about the infant mortality situation in earlier testimonies. 

The existence of medical technology, even in the hands of the 
well meaning, will not help if access to it is not assured. Taken a 
step further, the causes of infant mortality and many of the other 
more serious health problems facing our nation are not health care 
or the lack of it, but problems rooted in poverty, lack of education, 
and ignorance. 

If only we could address all of those problems. But that is neither 
the purpose of this hearing, nor is it possible in the time allocated 
today. The issue today is access and funding. Very simply, and you 
have heard this before, 37 million uninsured and underinsured 
Americans live without essential health care services. How sad and 
how tragic for our nation. 

As a humane and just people, we should want life to be better for 
all of our sisters and brothers, and especially for all children. If 
that is not reason enough, we should want better care for them be- 
cause their improved health will improve the strength and vitality 
of our nation, 

A good beginning can be found in the following statement by the 
President's Commission for the Study of Ethical Problems in Medi- 
cine and Biomedical and Behavioral Research: ^'Society has a 
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moral obligation to ensure that everyone has access to adequate 
care without being subjected to excessive burdens." 

Behind that beautiful, simple statement is an incredibly complex 
problem whose best solutions are wickedly expensive. It is a diffi- 
cult time to talk about universal access. Health care costs continue 
to rise while virtually every level of government is beset with fiscal 
problems. The temptation is to push the problem under the rug 
once again and keep patching up a system that is not working. 

But that is not good enough. We can change the situation if we 
are willing to commit to more than just words that access is as- 
sured. Most hospitals find themselves with the every day financial 
reality behind that noble concept. 

Government is regulating, but not innovating. 

It assures access, uut it does not pay its fair share. 

It looks for answers to new problems, but turns away from the 
old ones that are still very present. 

Building a new system on a crumbling foundation really does not 
make much sense. 

It would seem that we mi^ht begin in two ways. First, efforts 
should be aimed at making it possible for more people to be in- 
sured, or to have their care paid for. Second, we should put more 
responsibility into their hands for the cost of their care, and pro- 
vide incentives for preventive care and wellness. And, finally, but 
certainly not least, we should assure that providers are fairly com- 
pensated for their services, and that payment systems are not 
working over time as regulatory or cost control systems. Both may 
be necessary, but not as one in the same. 

For many years, major third-party payers indirectly subsidized 
the cost of caring for the poor. But the gap between the cost of pro- 
viding care to Medicare and Medicaid patients, for what hospitals 
and other providers get in payment, grows wider and wider. Medi- 
care payments have risen only half as much as the cost to provide 
the care. Meanwhile, employers are understandably workmg ag- 
gressively to restrain health care benefit premiums, and insurers 
are responding in kind. 

Hospitals are both worried and frustrated. The old saying, 
"There is no such thing as a free lunch," comes to mind. Someone 
indeed has to pa>r. 

And, yes, hospital care is expensive. But not entirely because of 
inefficiency. The services and technolog:/, and the complexity of 
care in today's hospitals cannot be compared to the past. Not even 
the near past. It is not just expanded services. There are the big 
costs related to AIDS and universal precautions, disposing of infec- 
tious medical wastes, and the continued critical shortage of nurses 
and other allied health professional staff. 

Simultaneously, we are seeing patients who are more acutely ill 
than ever, and who require higher levels of intense hospital serv- 
ices. The hospital in our health care system locally has the highest 
case mix intensity of any in Connecticut, and it is one of the top 50 
of the nation's 6,000 hospitals. 

By being less able to shift costs to private insured patients, and 
with reduced government support, hospitals are less able to pay for 
care of the uninsured poor, just as the number of the uninsured 
poor increases. And most hospitals never turn away poor patients. 
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Those hospitals, along with others, in inner cities share a dispro- 

Eortionate share of the cost of caring for the poor. And, finally, 
ospitals with large numbers of Medicare patients shoulder still 
another burden. 

I do not mean to be all gloom and doom, or to present only the 
problems of one portion of the entire system. But reality must be 
acknowledged before we can create new expectations, or want hos- 
pitals to do more. 

Nor do I discourage you from innovating. Government already 
has proven that it can substantially improve health care services to 
the poor and the elderly. Both groups achieved dramatic improve- 
ments in access to health care after the introduction of Medicare 
and Medicaid. 

Two short term strategies are available to improve access. The 
first and simplest is to insure the health care of the poor. The 
second is to pay hospitals or other providers directly to care for the 
poor. Expanded public insurance is clearly the superior of the two. 

Insurance coverage encourages people to obtain necessary health 
care who otherwise could not afford it, or who would not seek it. 

Coverage could be improved by expanding both Medicaid and 
state mandated private insurance. Many believe that all poor 
people are covered by Medicaid, even though the program covers 
only about 31 percent of the poor. 

Expanding both Medicaid's eligibility requirements and its bene- 
fits would be a big help. Congress should set a national income 
standard to increase the number of poor persons eligible for Medic- 
aid. Although states could choose to set higher income limits, no 
state would be permitted to deny Medicaid benefits to those with 
incomes at or below the Federal standard. The eligibility standard 
should not be less than 75 percent of the Federal poverty level. 

Also, many persons with Medicaid coverage have difficulty find- 
ing a participating physician. Persons eligible for Medicaid may 
find it necessary to use emergency rooms for non-emergencies. This 
is understandable, but it is also costly and inefficient. States whose 
Medicaid physician reimbursement rates discourage physician par- 
ticipation should offer higher such rates. 

The second strategy, that is, paying hospitals directly to serve 
the poor, is less efficient since it only covers care in hospitals, the 
most expensive site for care. But the reluctance of the Federal or 
state government to insure all the poor makes development of pro- 
grams to pay hospitals directly one of the few politically viable 
means for improving access to health care. Under this idea, the fi- 
nancial burden would fall disproportionately to certain providers, 
depending on their location and commitment to rendering such 
care. Facilities providing substantial free care should be targeted 
for increased reimbursement. 

Many families could be helped by mandated private insurance 
for the newly unemployed and the working poor. 

The long term solution for the poor and their families is to 
reform Medicaid, the largest U.S. welfare program. And I would 
i'efer this Committee to two contrasting resources and philosophies, 
both of which make brave and intriguing recommendations beyond 
my expertise to personally present to you today. 
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The first is a 1986 document entitled, "No Room in the Market* 
place: The Health Care of the Poor", the final report of the Task 
Force on Health Care of the Poor of the Catholic Health Associa- 
tion in the United States. The task force presents thoughtful short, 
and long range strategies, and specific recommendations to assure 
equal access by all to the United States health care system. 

The second resource is the 1989 documenty '^Critical Issues, a Na- 
tional Health System for America", published by the Heritage 
Foundation. I am not a political conservative, but I am intrigued 
by many of this book's ideas for reforming and funding a health 
care system that achieves the goal of equal access. It stresses flexi- 
bility, decentralization, innovation, and incentives for experimenta- 
tion. 

Copies are available, and I have listed the address in my testimo- 
ny, and I brought copies to take with you should you be sn inclined. 

I appreciate your willingness to hear me, and especially of you, 
Bruce, to help us bring this hearing to New Havt n. Thank you 
again for inviting me. 

[Prepared statement of Sister Anne Virginie follows:] 
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Prepared Statement of Sister Anne Virqinie, President of the St. Raphael 
Healthcare System. Chairperson-Elect of the Connecticut Hospital Associa- 
tion, New Haven, CT 

Good Borning. I m Sister Anne Virginiei President of the Saint Raphael 
Healthcare Syatea here in Rev Haven. I also am Chairperson-Elect of the 
Connecticut Hospital Association. 



Thank you for the opportunity to address you, and for bringing this 
hearing to New Haven. The setting is apt. Like nany cities in Afflerica, it is 
a paradox. On one hand, it is rich in cultural, educational* and medical 
resources. It haa two large and highly sophisticated hospitals, a renovned 
school of medicine, nany cosmiunity health clinics and agencies, one of the 
nation's highest ratios of doctors per thousand population, and--nearby— a 
large veterans hospital. 

On the other hand, ve have an infant mortality rate of a third-world 
country at more than 17 deaths per thousand and, for blacks alone, more than 
26 deaths per thousand. This, compared to the U.S. rate of more than 10, 
vhich is widely criticized as only eighteenth among industrialized nations. 

The existence of medical technology— even in the hands of the well<- 
aeaning— will not help if access to ib4a not assured. Taken a step further^ 
the causes of infant mortality and many of the other moat serious health 
problems facing our nation are not health care or the lack of it, but problems 
rooted in poverty, lack of education, and ignorance. 

If only we could address all of those p:oblems. But that is neither the 
purpose of this hearing, nor possible in the time today. The issue today 
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ia access and fundins* Very simply i 37 million uninsured and underinsured 
Americans live without essential health care services. Hov sad and tragic for 
our nation. 

As a humane and Just people, ve should want life to be better for all our 
siaters and brothers, and especially for all children. If that's not reason 
anough, ve ahould want better care for them because their improved health vill 
inprove the atrenfth and vitality of our nation. 

A good beginning can be found in the following statement by the President's 
Conmisaion for the Study of Ethical Problems in Medicine and Biomedical and 
Behavioi-al Keaearch: "Society has a aoral obligation to ensure that everyone 
has accesa to adequate care without being aubj acted to ezceasive burdens.** 

Behind that beautiful, simple statement is an incredibly complex problem 
whose beat aolutiona are wickedly expensive. It is a difficult time to talk 
about univeraal acceas. Health care costs continue to rise while virtually 
every level of government is beset with fiacal problems. The temptation is to 
push the problem under the rug once again and keep patching a system that 
ian*t working. 

But that* a not good enough. We can change the aituation if ve are willing 
to counit to more than Just the words that access is assured. Most hospitals 
find themaelvea with the every day financial reality behind that noble concept. 

Government ia regulating but not innovating. 

It assures access buc then does not pay its fair share. 
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It loolca for ■navera to new problens but turns avay from the old ones that 
■till are very preaent. 

Building a new system on s crumbling foundation doesn^t make nuch sense. 

I would begin in two ways. First, I would make it possible for more 
people CO be insured or to have their care paid for. Second, I would put more 
r^ponsibility into their hands for the cost of their care, and provide 
incentives for preventive care and wellness. And finally, but certainly not 
^ les^t, I would aasure thst providers sre fairly compenssted for their services 

end thst psyment systems are not working overtime as regulatory or coat 
control ayatems. Both may be necessary but not as one in the same. 

For many yeara, major third-party payorj indirectly subsidized the coat of 
csring for the poor. But the gsp between the cost of providing care to 
Nedicsre and Nedicsid pstients, and what we get in payment, grows wider and 
wider. Nedicsre psynents have risen only h^ilf as much as the cost to provide 
the care. Meanwhile, employera are understandably working aggressively to 
restrsin heslth csre benefit premiums, and insurers are responding in kind. 

Hospitsls are both worried and fruatrated. The old saying, '^There's no 
such thing ss s free ?.unch,** comes to mind. Someone has to pay. 

And, yea, hospital care is expensive. But not because of inefficiency. 
The services and technology and the complexity of care in today's hospitals 
csnnot be compered to the past^ even the near past. It*s not Just expanded 
aervices» There sre the big coats related to AIDS and tmiveraal precautions, 
disposing of infectious medical wastes, and the continued criticsl shortage of 
nuraea and other allied health staff. 

Simultaneously, we are seeing patients who are more acutely ill than ever 
and who require higher levels of intense hospital services. I know this 
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problMi firatlitiid* Hf hospital has the highest case six intensity of any in 
Connscticut» and ons of the top 50 of the nation's 6,000 hospitals. 

By being less sble to shift costs to private-insured patients and with 
reduced gOTsniaent support » hospitals are leas able to pay for care of the 
uninsured poor— Just as the nuaber of uninsured poor increases. And moat 
hospitsls sre like Bins in never turning avay poor patients. Those hospitals 
along with others » slso like Bine, in inner-cities share a disproportionate 
shsre of the cost of caring for the poor. As the final vhasny, hospitals like 
Bine vith large nuabere of Medicare patiente shoulder etill another burden. 

I do not Bean to be all glooB and dooB^ or to present only the probleas of 
By niche of the syetes* But reality auat be acknowledged before ve create new 
expect at ions 9 or vant hoapitala to do Bore. 

Ror do I diecourage you froB innovating. Govenuaent already has proven 
that it can substsntislly iaprove health care services to the poor and the 
elderly. Both groupe achieved drsBStic iBproveaenta in access to health care 
after introduction of Hedicare and Medicaid. 

IVo ahort-tena etrategiea are available to improve acceaa. The first and 
siBpleet ie to insure the health care poor. The second is to pay hospitals or 
other providers directly to cere for the poor. Expanded public insurance Is 
desrly the superior of the two* 

Insurance coverage encouragea people to obtain necessary health care who 
otherwise could not efford it^ or who would not eeek it. 

Coverage could be improved by expanding both Medicaid and state-mandated 
private insurance* Many believe fhat all poor peopxe are covered by Nedicaidi 
even though the prog res cove re only ebout 31 percent of the poor. 

Expanding both Medicaid *a eligibility requirements and its benefite would 
be a big help. Congreee ehould set a national income standard to increase the 
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nuabttr of poor peraon* eligible for Medicaid. Although states could choose to 
aet higher incoae Units, no state would be permitted to deny Medicaid benefits 
to those vith incones at or below the Federal stsndard. The eligibility 
fltsndsrd should not be less thsn 75 percent of the Federsl poverty level. 

Also, msny persons with Hedicsid coversgc hsve difficulty finding a 
psrticipsting physician. Persons eligible for Hedicsid msy find it necesssry 
to use ejb^rgency rooms for non-emergencies. This is understsndsble but slso 
costly snd inefficient. Ststes whose Hedicsid physicisn reimbursement rstes 
discoursge physicisn psrticipstion should offer higher Hedicsid rates. 

the second strstegy — psyint hospitsls directly to serve the poor — is less 
efficient since it only covers csre in hoapitsls, the most expensive site for 
csre. But the reluctsnce of the Federsl or stste governments to insure sll 
the poor makea development of programs to psy hospitsls directly one of the 
few politicslly visble mesns for improving access to heslth csre. Under this 
ides» the finsncial burden would fall disproportionstely to certsln providers, 
depending on their locstion and commitment to rendering such csre. Fscilities 
providing substsntisl free csre should be tsrgeted for incressed reimbursement. 

Hany familiea could be helped by mandated private inaurance for the nowly 
unemployed and the working poor. 

The long-^term aolution for the poor and their families is to reform 
Hedicsid, the Isrgest U.S. welfsre program. I refer the Committee to two 
contrasting resourcea and philonophiea, both of which make brave and intriguing 
recommendations beyond my expertise to personslly present to you todsy. 

The first is s 1986 document entitled, **9o Boom In The Harketplscet The 
Heslth Csre of the Poor»** the finsl report of the Task Force on Health Csre 
of the Poor of the Cstholic Heslth Associstion of the United Ststes. The task 
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force pr«a«nta thou«htfuJ. thort-- and loiit-.term atrateglea and apeclfic 
recomendationa to aaaure equal acceaa by all to the U,S, health care ayetem. 

The aecond reaource la the 1919 document, "Critical laaueM, A national 
Health Syates for AMrlc«," publlahed by The He^-ltage foundation, I an not a 
political conaerr^tlve, but I an Intrigued by nany of thU book'a Ideas for 
reforttlng and fundlnt a health care ayatem that achieves the goel of equal 
acceaa. it atreaaea flexibility, decentralization, Innovation, and Incentives 
for eatperlnentatlon, 

Coplea of the docuaents are available aa follovs. The Catholic Health 
Aaaoclatlon la located at 4455 Woodaon Soad, St. Loula, HO 63134 (telephone 
314-427-2500) • The Heritage Foundation la at 214 Maaaachuaetta Avenue, H,E,, 
Waahlngton» D.C. 20002 (telephone 202-546-4400). 

I appreciate the v^^Ungneaa of the Connltt^e to hear me, and especially 
of Congreaaaan Morrison to help bring this hearing to Hew Haven. Thank you 
again for Inviting me. 
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Mr. Morrison. Thank you very much. 
Mr. Leroy. 

STATEMENT OF H. CRAIG LEROY, PRESIDENT, INSURANCE 
ASSOCIATION OF CONNECTICUT. HARTFORa CT 

Mr. Leroy. Thank you very much, Conpressmau. I will try to 
summarize and be brief. Many of the thougrhts I have are starting 
to be covered already. 

Everyone is becoming more* and more concerned about the in- 
creasing cost of health care. Employers who provide the insurance 
coverage are worried about their insurance premium increaseB. 
Employees are troubled by the ever increasing share of health care 
costs that they have to bear themselves. 

But the single overriding question everyone is really asking is, 
why are health care costs increasing so rapidly? I wish I could say I 
had the magic answer to tell you today, but I do not. But I would 
just like to comment on a few of the factors that Professor Thorpe 
already mentioned— advances of medical technology, population 
^owth, increased life expectancy, and as well as general inflation 
in the overall economy does have an impact. 

Two of the most important factors are the changes in medical 
technology in the increasingly intensive use, which our figures, 
which are from the Health Jisurance Association of America, con- 
tributed roughly 29 percent to the increased spending; and physi- 
cians who have admitted to practicing defensive medicine to guard 
against potential medical malpractice performing some test proce- 
dures of limited value. Between 10 to 20 percent of the tests were 
found to be medically inappropriate or unnecessary when reviewed 
by medical experts. 

But insurance premiums are increasing faster than the medical 
inflation rate. Why is this happening? Hospitals have continued to 
increase rates charged to private sector patients to offset very real, 
inadequate governmental payments for health services. It is esti- 
mated the cost shifting will add about $18 billion nation wide to 
private sector health care costs in 1989. 

In Connecticut, for example, hospital rates increased an average 
of approximate 58 percent from fiscal year '86 to fiscal year 1989. 
Hospitals are now requesting rate hikes for fiscal year 1990 as high 
as 42 percent. Since about 45 percent of the insurance premium 
dollar goes to pay for hospital expenses, these increases have a 
hu^e impact on insurance rates. PhysiciaiJs' fees have also been 
rising rapidly. And besides the simple price increases, premium 
levels have to reflect both the volume of service if more people are 
using health care services more often, as well as the intensity. If 
more testing procedures are being performed on each individual, 
premiums are going to have to reflect these factors, as well as re* 
fleet simple price increases. 

Claims for hospital charges represent about 45 percent of the 
premiums. As I said, claims to pay for doctors and dentistB run 
about 40 percent of premiums, and administrative costs run about 
11.5 percent. Profits are expected to run about 2 to 3 percent in a 
normal year, The 1L5 percent in administrative costs include such 
itemis as taxes p'jiid, and services performed for customers such as 
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managed care and utilization review, and all the things we are at- 
tempting to do to help hold down costs. 

Nevertheless, during the decade of the 1980s we saw premium in- 
creases at 6 to 8 percent annually, and into the end of the '80s we 
have seen increases in the double digits. We have not been alone in 
experiencing these rapid claim costs that are driving premiums. 
Both employers and unions who have self insured to a large degree 
have experienced similar increases in costs at their benefit pack- 
age. And as insurance premiums continue to increase, individuals 
and businesses are more likely not to purchase insurance coverage. 

And we are very concerned about the— depending upon the nun*- 
bers— 85 to 87 million Americans who do not enjoy the protection 
of health insurance. And we have been working hard to try and de- 
velop some creative solutions. And I would like to spend a few mo- 
ments talking about that. 

The task of ensuring that Americans ei\joy protection of health 
insurance is very complex. And this complexity is a function of the 
heterogeneity of the uninsured of population. And it really does re- 
quire a combination of both public and private solutions. 

Just to run through the numbers that we use in trying to ad- 
dress this issue, we see roughly 3 in 10 of the uninsured are poor. 
And by that, we mean with family incomes below 100 percent of 
the poverty level; 8 in 10 are low income, between 100 to 200 per- 
cent of the poverty level; and 4 in 10 are non-poor, of say a}me 200 
percent of the poverty level. 

Eleven percent of the uninsured are self employed and their fam- 
ilies, and 13 percent are half time employees and their families. 

Finally, uninsured workers are disproportionately employed in 
certain industries, retail trade and services, and by smaller firms. 

All of the above factors make devising any strategy for a solution 
difficult. And we need special approaches to deal with the various 
sub groups of population. I draw upon mostly what HIA as done in 
regard to the issue. And I vill, again, try and be brief I have fairly 
extensive written comments. But the Medicaid program clearly has 
to be addressed if we are to try and cover individuals who are cur- 
rently not enjoying that protection. 

Ultimately, we would like to see all Americans with incomes 
below the Federal poverty level, with limited assets, eligible for 
Medicaid, regardless of family structure, age, or disability status. 

If available funds do not permit full coverage up to the poverty 
level, we believe a priority should be given first to j'ounger chil- 
dren, next to older children, and finally to other populations. Prior- 
ity should be placed on primary care and preventive services. 

Individuals and families with incomes above the poverty level, 
but below 150 percent of the Federal poverty level, should be eligi- 
ble to purchase some form of first dollar coverage of a limited pack- 
age of primary, preventive, and related ambulatory care through 
their state's Medicaid program. 

Such a package would help meet the near poor's need for access 
to basic primary care, 'vithout lessening significantly employers* 
incentives to ofr«jr basic insurance protection. Persona not eligible 
to Medicaid due to higher income should become eligible for full 
Medicaid coverage once out ut pocket medical expenses reduce 
their remaining income to the Federal poverty level. 
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We need some sort of coverage of last resort to cover both in pa- 
tient and other large out of pocket expenses for the near poor. 

Under our proposal, states would have the option of buying out 
really two groups. First, more working people qualify for Medicaid 
as their income level is raised to the poverty level. 

Second, current public policy supports the concept encouraging 
low income persons to work by easing the transition from a public 
support to a self support. 

Insurers have a role to pli^^ in this too. Insurers should be al- 
lowed to offer more affordable coverage, including new prototype 
plans. Right now, ERISA preemption of state mandated benefits 
should be extended to insured employee plans, as it is to self in- 
sured and union plans, so that we can design less expensive benefit 
packages for small businesses. 

We have seen Connecticut, as in elsewhere, that once the legisla- 
tors start down the road of mandated benefits it seems impossible 
for them to stop adding new ones. Currently in Connecticut, we peg 
the cost of our package of mandated benefits at somewhere adding 
12 to 17 percent of cost of an insurance policy. A number of differ- 
ent economists have tried to look at how many are uninsured be- 
cause of having to offer certain mandated benefits, and ranges go 
anywhere from 10 up to 16 percent. 

We have a responsibility in the insurance industry to make cov- 
erage available to all Americans who are able to afford private cov- 
erage. And that is true even for some of the groups whom insurers 
might not normally insure at this point in time due to high cost 
medical or occupational conditions. 

We are currently both examining and will be supporting a non- 
profit organization to help reinsure high cost employer groups. Em- 
ployers would have access to this reinsurance organization if they 
are unable to purchase coverage through an insurer. And losses in- 
curred by the reinsurance organization will be financed through 
the private sector. 

we should also support Federal legislation encouraging all states 
to enact a qualified state pool for the individual who is medically 
uninsurable. Currently we have pools in 17 states, including Con- 
necticut, which was the first state to adopt such a pool. And this 
will help ensure that everyone who wants coverage and ca^: afford 
it can find it. 

Finally, someone already mentioned, small businesses should be 
given a greater incentive through our tax vote. Specifically, to a 
self employed individual to purchase health insurance by getting 
100 percent deduction. 

We do believe that this is a real problem for ou." country. Wo are 
working very hard at trying to address some of the gaps in cover- 
age. Our approach really calls for a sharing of responsibility be- 
tween government and the private sector. It calls on government to 
assist those who cannot be expected to pay for coverage on their 
own, while we in turn pledge to ensure that for everyone who can 
afford private coverage it will be available. 

Thank you. 

[Prepared statement of H. Craig Lerpy^ jollows:] 
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Preparkd Statement op H. Craig Leroy, President, Insurance Association of 
Connecticut, New Haven, CT 

Everyone is becoming more and more concerned about the 
ever-increaaing coat of health care. 



Employers, who provide most health insurance coverage, are worried 
about insurance premium increases. 

Employees, as well as unions, are troubled about the over-increasing 
share of health insurance costs they have to bear themselves. 

But the single overriding question everyone is asking is: Why are 
health care costs increasing so rapidl// 

In 1967, the united States spent $442.6 billion on medical care — 
$1,7!^8 for every man, woman and child in this country and a 54.5 
percent increase over the $286.5 billion spent in 19B2. This burden 
continues to inccf^^se every year. 

The growth in medical care costs has ocouced for several reasons — 
including advances in medical technology, population growth, 
increased life expectancy, as well as inflation in the general 
economy. 
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Some figures from the Health Insurance Association of America, a 
national insurance trade asaociation, underscore this growth in 
spending. Between 1982 and 19B7: 

~-*60 percent of the incceaseC emending was attributed to 
inflation, the largest single factor causing health care costs 
to increase. As all goods and services in our economy increase 
in price, medical care services obviously will be influenced by 
these price increases also. 

--^lO.e percent of the escalation in health care spending was 
attributed to the growth in population. 

--.5 to .75 percent per year was caused by aging of the 
population. The proportion of individuals over 65 is grcwing at 
a rate twice that of the overall population. While the elderly 
represent I2 percent of the total population, they account for 
36 percent of the health care spending. 

In addition: 

--Advances in medical technology and their increasingly 
intensive use was found to contribute roughly 29 percent to 
increased spending. 




110 



--PhysicianB have admitted co practicing defensive medicine to 
guard against potential medical malpractice, i.e.. medical 
profeflflionalB perform some teats and procedures of "limited 
value." Between lo to 20 percent of the tests were found to be 
"medically inappropriate or unnecessary when reviewed by medical 
experts. " 

Insurance premiums, however, ace increasing faster than the medical 
inflation rate. Why is this happening? 

Hospitals have continued to increase rates charged to private sector 
patients to offset inadequate governmental payments for health 
services, it is estimated that nhe cost shifting will add about $18 
billion nationwide to private sector health costs in 1989. 

In Connecticut, for example, hospital rates increased an average 
58.5 percent from fiscal year 1986 to fiscal year 1989. Hospitals 
are now requesting rate hikes for fiscal year 1990 as high as 42 
percent. Since about 45 percent of the insurance premium dollar 
goes to pay for hospital expenses, these increases have a huge 
impact on insurance rates. Physicians' fees have also been on the 
rise, increasing in the CPI index some 70 percent from 1980 to 
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19Q7. Besides price IncLeaseSi premium levels must also reflect 
both the volume oi services being provided* as well as the 
intensity. That Is, if more people are using health care servlcQs 
more often and more tests and procedures are being performed on each 
individual, premiums will also have to reflect these factors, as 
well as reflect price increases. 

Claims for hospital charges roprosent about 45 percent of premiums. 
Claims to pay for doctors and dentists charges run about 40 perc^^nt 
of premiums and administrative costs ran about 11.5 percent In 
1987. During a normal year, profits are expected to ru about 2 and 
3 percent. The 11. & percent in administrative costs in:lude such 
items as taxes and services ^performed for customers services such 
as managed care and utilization reviews, all of which attempt to 
help hold costs down. 

State legislatures continue to mandate certain benefits in all 
insurance policies. There are currently a total of 735 state 
mandated benefits, more than double the number in effect in 1978. 
In a study by HIAA, Maryland's mandated benefits, which are 
comparable to Connecticut's, were found to increase t ^e cost of 
individual coverage by 12 percent and family coverage by 17 percent. 
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All of these increaaefi must be reflected In the inaurance premiums 
insurance companies charyj their customers, commercial insurance 
companies erom 1984 through 1988 continued to pay out more in rlalm 
dollars than they collected in premiums. During the mld-l980's, 
premium Increases were between 6 and 8 percent annually, but as we 
reach the end of the i9B0's, increases are Ui zhe double digits. 
However, Insurers have not been alone in experiencing rapid claim 
cost increases. 'Smpiovors and unions who have self insured have 
experienced similar increases in the cost of their benefit 
packages. Ab insurance premiums increase, indlviduale and 
businesses who are not purchasing medical insurance coverage also 
increase. 

The insurance Industry is greatly concerned about those 35 to 37 
million Americans who do not enjoy the protection of health 
insurance, over the last two years, the industry has worked hard to 
develop creative solutions for extending health care benefits to 
uninsured groups and individuals, our companies are committed to 
working with government to Implement effective approaches for 
providing coverage to this population. 

The task of ensuring that all Americans enjoy the protection of 
health insurance Is complex. This complexity is largely a function 
of the heterogeneity of the uninsure-l population; this heterogeneity 
requires a combination of private and public solutions. 
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Roughly three in ten of the uninsured are poor (with family income 
below loo\ of the federal poverty level); three in tjn are low 
income (between loo% and 200% of the poverty level); and four in ten 
are non-poor (above 200% of the poverty lovel). 

Eleven percent of tho uninsured are the self -employed and their 
families; 13 percent are half-time employees and their families: and 
51 percent are full-time employees and their families. 

Finally, uninsured workers are disproportionately employed in 
certain industries (retail trade and services) and b> smaller firms. 

All of the above factors make formulating any strategy for a 
public/private solution difficult. As such we see the need to 
address the special needs of the various subpopulations within the 
37 million uninsured with a simultaneous multi-pronged approach. 

The Health Insurance Association of America has advanced the 
following plan to address this issue. 

1) The Medicaid program should be expanded in accordance with the 
following recommendations. 
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A. expansion of Basic Medicaid coverage 

Ulti mately we would like to see all Americana w i th incomea below the 
federal poverty level (and with limited aeaeta) eligible for 
Medicaids reqardleas of family structure, aoe or disability statua« 
Accomplishing this would require severing the linkage between 
Medicaid eligibility and cash assistance. 

If available funds do not permit full coverage up to the poverty 
level, HIAA believes priority should be given first to younger 
children, next to older children and finally to other populations. 
Priority should also be placed on primary care and preventive 
services, unlike some other populations, many poor children do not 
have access to federal heairn care financing programs other than 
Medicaid (i.e., Medicare). This priority also reflects the critical 
need that children and pregnant women have for preventive services. 

B. Limited Medicaid Buy-In 

Individuals and families with incomes above poverty but below 150 
percent of the federal poverty level should be eligible to purchase 
first>dollar coverage of a limited package of primary, preventive 
and related ambulatory care through their state's Medicaid program. 
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rnri) limited benefit package meets the near-poor 'b need for access 
to b ale primary care (so that illness does not become more severe 
and expensive through lack of treatment), while not significantly 
lessening employers' incentives to offer basic inourance protection. 

The limited benefit package keeps costs of the buy-in coverage per 
se to a minimum, thus permitting very low premiums, constraining 
government costs, broadening participation, and reducing the chance 
of adverse selection. 

c. Spend-down 

Persons not otherwise eligible for Medicaid due to higher income 
should become eligible for full Medicaid coverage once out-of -Pocket 
medical expenses reduce their remaining income to the federal 
poverty levol. 

Some coverage of last resort is needed to cover inpatient care and 
other large out-of-pocket expenses for the near-poor who cannot 
afford to purchase private insurance on their own and whose 
employers do not offer it or offer only very limited coverage. 
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D, "Buy-Out" 

HIAA also recommends that Medicaid eligibles who aro working be 
encouraged to make use of employment -b.-ised health Insurance, where 
it is available. To accomplish this goal, state Med i caid oroorama 
p.hould be given the option of paying ( and receivi/ iq tt?deral matching 
funds for) the employee's sh are (if any) of the d rivate insuranc e 
premium, as well as other cnffrs Medicaid would continue to be 
available to cover deductibles and other benefits not covered under 
the employer plan; and Medicaid's contribution, for the employee's 
premium plus Medicaid's "wrap-around" coverage, would not be 
permitted to exceed the average cost of traditional Medicaid 
coverage . 

Under our proposal, states would have the option of "buying out" two 
groupa. First, more working people will qualify for Medicaid ae the 
income level is raised to the poverty level for more persons and 
categorical restrictions are removed, 

second, current public policy supports the concept of encouraging 
low-income persons to work by easing the transition from public 
support to self support. 
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Foe both Che "buy out" oe Medicaid eligibles and the "buy out" oe 
individuals transitioning off Medicaid, participating employers 
should be required to make the same premium contribution on behalt 
o£ Medicaid-eligible employees as they do £or other employees. 

2) Insurers should be allowed to offer more affordable coverage, 
including prototype plans. ERISA preemption of state mandated 
benefits should be extended to insured employee pl-^^s so that 
insurers can design less expensive benefit packages for small 
businesses . 

Once legislators start down the road of mandating benefits, it seems 
impossible for them to stop adding new ones. Our experience in the 
states has proved that, where state legislatures have enacri:fd over 

^0 mandatory benefit laws, starting with mental health benefits and 
alcohol and drug abuse treanment and ending with everything from 
acupuncture and pastoral counseling to in vitro fertilization and 
wigs. Ironically, while these mandates do not apply to the vast 
majority of large employer and union plans (which are self insured) 
they do apply to most small employerG who simply cannot afford 
them. A study by a respected health economist at the university of 
Illinois estimates that as many as 16 percent of uninsured small 
employers fail to offer coverage because of state service and 
provider mandates. 
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3 ) Covei'aqe must be made available to all Americans who a re able to 
afford private coveraQe. This is true, even for those whom insurers 
might normally decline due to existing high cost medical or 
occupational conditions. There are two components to consider 
here? uninsurable employer group and uninsurable individuals. 

To ensure access to affordable group coverage for all employees, a 
nonprofit organization should be established in each state to 
reinsure high cost 'jmplo. groups. Employers would access the 
reinsurance organization indirectly via insurers, or directly if 
unable to purchase coverage through an insurer. Losses incurred by 
the reinsurance organization could be financed entirely by the 
private sector if shared equitably among health insurance 
competitors . 

Federal lugislation encouraging all states to enact a qualified 
state pool for medically uninsurable individuals should also be 
supported, such pools have already been enacted in 17 states. Each 
pool should be a nonprofit corporation with coverage available only 
to uninsurable individuals who are not eligible for coverage by 
employer plans, Medicare or Medicaid. Pool losses should be 
financed by state general revenues or any other broad based funding 
mechanism that does not assign losses disproportionately to any 
individual or corporate entity. 
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4) sm all buslnoBa&Q ah ouid bo qi ven a groar ej: lnc«>nr iv^, to jprovlde 
coverftq ^ Cor their emplove eG> self -employed individuals should 
a 100 pecc«(it deduction* against thait income tax liability, tor 
their health inourance protection as long as they provide equal 
coverage to their employees. The 25 percent deduction whioh expires 
this year under current law, should be extended and increased. 

Our proposals ace designed to meet the needs of a heterogeneous 
uninsured population. We believe that they should be given an 
opportunity to work before government turns to unnecessarily onerous 
mandates. The HIAA four-point plan provides a blueprint for a truly 
comprehensive approach to solving the problem of the uninsured. The 
plan stresses the sharing of responsibility between government and 
the private sector. It calls on government to assist those who 
Cunnot be expected tc pay for coverage on their own. we in turn 
will ensure that for everyone who can afford private coverage it 
will be available. 

Thank you. 
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Mr. Morrison. Thank you very much. Next, we will hear from 
Mr. Holdt. 

STATEMENT OF RICHARD HOLDT. VICE PRESIDENT OF MARKET. 
ING, BLUE CROSS/BLUE SHIELD OF CONNECTICUT. NORTH 
HAVEN. CT 

Mr. Holdt. Thank you. My name is Richard Holdt, and I think I 
can help this morning with comments that represent thoughts 
from Blue Cross and Blue Sh'eld, as well as from my position with 
the state s Blue ribbon Commission on the Uninsured, and the Na- 
tional Blue Cross and Blue Shield Task Force on the Uninsured 

There are several segments of the problem that I would like to 
address. Preliminary materials have been distributed; I will try to 
paraphrase those to keep this to a minimum as far as the amount 
of time goes. 

First of all, regarding the rising health care costs, which is 
indeed a problem. The problem in Connecticut is unfortunately 
worse than it is elsewhere. Hospital cost increases nationally have 
been in the 20% 's in the last 3 years on an aggregate basis, where- 
as in Connecticut, they have been almost 60 percent. 

Similarly, at the same time, our rank for health care costs na- 
tionally has jumped from number 13 to number 6 nationally; Con- 
necticut is a very, very high cost area for hospital care. The uncom- 
pensated care portion of hospital cost has doubled in the last 3 
years, going from 7 to 14 percent as represented by the Connecticut 
Hospital Association in this state. It is very much a problem in our 
state, and is a complex one at that. 

It is also exacerbated, if you will, by the level of utilization of 
services. Physician services in the last 3-year period have increased 
over 22 percent. And the problem with this increase in cost and the 
increase in utilization of services, is it performs as a multiplier, if 

" u V u "t^^ization multiplies and it compounds the effect of 
the health care cost. We find ourselves in a worse than average 
place regarding this dilemma. 

Obviously, this has an effect on our premiums. As a m^or carri- 
er in the state where increases were rather average a few years 
ago, they are in the 20%s and the 30%8 now. The percentage of the 
increase is, obviously, causing quite an outcry in this state, and it 
taces all the carriers. Business has clearl , had enough and is seek- 
ing alternative ways to still cover their employees and gain control 
over these costs. We have a number of active programs that we 
nave initiated to attack this problem and are continuing on these 
in the new year. 

Regarding children and families in Connecticut, we historically 
encourage programs that cover children and families. And all of 
our new product designs reference pre-natal care, and reference 
ottice care and office visits for those early visits in life as standard 
benents. 

Le^slatively, two issues have come up to attack this problem. 
Une 18 the Health Reinsurance Association, which has been estab- 
lished about 10 years ago to allow that pool of uninsurable to have 
a place where they can get insurance. 
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Unfortunately, while it has provided that avenue, it has become 
very, vory expensive. The premiums for that segment have become 
almost too expensive for anyone to afford it, and the population 
that is able to afford it, has declined significantly over the years. 

At the same time, those carriers participating, which is all major 
carriers in the Connecticut area, are losing millions of dollars a 
year. We think there is some tuning that is necessary to make this 
more of a viable alternative. 

The second initiative regarding access to coverage for families 
and children deals with a mandate that was passed this past year 
to provide early childhood benefits in all health insurance policies. 
I have already stated that we very much favor this as an initiative, 
and indeed include it in all of our new products. 

What the mandated law did was put it into all the old products, 
as well as all the new products. This could have an inhibiting 
factor on getting people over toward broader new products that 
deal more with managed care, and deal more with controlling the 
cost of care in the 80s as opposed to how they were initially devel- 
oped a decade or more ago. 

Regarding Connecticut's efforts in the uninsured, indeed there is 
a Blue Ribbon Commission that is dealing with the uninsured 
issue. There is a consultant that is working on the program, and 
we hope to have a proposal to put forth to our state legislature by 
early next year. March is the target date. We are in preliminary 
stages with this, however, there are a couple of themes that seem 
to be emerging. Some of them may very well be of concern to 
others that are here today, because they are somewhat different 
than the positions that have been expressed so far. 

One of the thoughts that has been expressed by many of the 

?eople in this pfroup, is that there probably is not any one solution, 
'he problem is multi-dimensional; pnd, therefore, multiple solu- 
tions are necessary. 

There are many that have spoken in favor of a focused approach, 
and an incremental approach as the way to attack this as opposed 
to a more universal approach. 

And indeed there is a willingness and a call for every party that 
is participating in this system to come to the table with something 
to offer to help. 

The carriers have to get involved and have to be willing to offer 
more affordable coverage. 

The welfare programs should consider ways to loosen up medical 
benefit eligibility to open that up to a more broader section of our 
population. 

Providers have to again look at their social responsibility and 
how they act about participating in programs such as Medicaid and 
Medicare, as well as how tney can help in covering and to working 
with all segments of our population. 

And indeed everyone has to be willing to pay their fair share. 
And that has to be apportioned in some way that indeed is a fair 
share across our spectrum. 

There are i lot of initiatives similar to the state initiatives that 
are going on throughout the country. The Robert Wood Johnson 
Foundation, for example, has 5 or G demonstration products deal- 
ing with the uninsured and dealing with access for that segment. 
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And what we seek is that the information regarding all these 
programs be gathered and shared and transplanted from one area 
of the country to another so that we can use the successes that are 
uncovered in this operation. 

And then the last item I wanted to discuss was a little bit on the 
Blue Cross and Blue Shield perspective on this entire issue. Clearly 
we feel that no one party is responsible, and similarly that no one 
party can resohe all these issues. There are collaborative efforts 
that are needed, and that is what we would hope would emerge 
from both local, as well as national, initiatives. 

There are some m^or initiatives that are going on and we want 
to capture that value. Businesses clearly in the state of Connecti- 
cut, as well as elsewhere, have had enough. They do not want any 
more health care costs and health care premiums. 

The incremental effect of mandated benefits, while they seem to 
be ideal when they are considered one by one, is indeed becoming a 
barrier to cost effective coverage. 

And the effect of being uninsured is becoming very much a 
public issue, if you will, as the stories from those less fortunate 
than ourselves eve becoming more and more evident. 

We do not feel that a massive universal program is necessary at 
this time. While the problem is certainly a massive one, we think 
that there are enough efforts that are going on in various parts of 
the country that we can bring some of these efforts to bear and 
solve this incrementally as opposed to, in one mass program. 

One of the things we would encourage is tax incentives for small 
employers to encourage them and attack that segment of small em- 
ployers that do not offer coverage to try and get those industries 
that do not offer coverage to offer coverage. 

The expansion of Medicaid eligibility so that those near the pov- 
erty level can get medical care easier. 

The elimination of mandated benefits, perhaps even only in 
those programs that might attract more and take people out of the 
uninsured roles. 

Fine tuning of state risk pools to better spread the cost of these 
and still make them available to people on an affordable basis. 

And then finally, competition among carriers to offer basic bene- 
fit programs. Obviously, Connecticut is (he insurance capital of the 
nation, and the carriers in this state have no problem going head 
to head to compete. And what we have to do is set up mechanisms 
that can allow that to happen as potential solutions, qb incremen* 
tal solutions to this problem. 

Obviously, the Medicare Catastrophic is an example, and a very 
recent example, that is not a good situation from anybody's per- 
spective. Out concern is that more and broader solutions can lead 
to the same things in other segments of our seeking this problem 
solution. 

Thank you. 

[Prepared statement of Richard Holdt follows:] 
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Prepared Statement of Richard S. Holdt, Vice President of Marketing on 
Behalf of Blue Cross/Blue Shield of Connecticut, 1nc.» North Haven, CT 

My name is Richard S, Holdt. I am speaking today on behalf of 
Blue Cross ( Blue Shield of Connecticut, our State's largest health 
insurer with programs that cover almost half of our State's 
population. 

X am the Vice President of Marketing for Blue Cross & Blue Shield 
of Connecticut, inc. In addition, I am a member of the Governor's 
Blue Ribbon Commission on state Health Insurance and a member of the 
Blue Cross and Blue Shield Association's Task Force on the Uninsured. 

I will focus my comments today on four primary areas including: 

1) Rising Health Care Costs - the Connecticut situation; 

2) Historical Connecticut efforts to provide coverage for 
families and children; 

3) Recent Connecticut efforts regarding the uninsured; 

4) The Blue Cross & Blue Shield of Connecticut perspective. 

Rifting Health cari Costs 

The national trends in health care costs are indicative of a 
crisis situation. Data regarding the ever increasing percentage of 
the Gross National Product are widely communicated and understood. 
Unfortunately the situation in Connecticut is worse than the national 
average. This is due primarily to recent hospital cost increases and 
recent increases in utilization trends. 

Regarding hospital costs, Connecticut has just repealed a ORG 
hospital reimbursement system. The results, however, linger on. 
During the most recent three years when national hospital costs 
increased approximately 24% Connecticut's increased over 58%. Our 
ranking among states with the highest hospital costs jumped from 13th 
to 5th nationally during this period ... a dubious honor to say the 
least. During this same period the percentage of uncompensated care 
as relat d to gross patient revenues increased from under 7% to over 
141 per the Connecticut Hospital Association. It is still not clear 
how our new legislation and regulation will affect these disturbing 
trends. 




ERIC 



124 



Regarding physician and other professional services; the charges 
and utilization of these services also increased at alarming rates. 
For example • • • the number of Medical/Surgical services per 1,000 
members increased over 22% in the last three years. And 
mathematically, the increases in charges and the increases in 
utilization have a multiplier or compounding effect that makes the 
situation even worse. 

All of these factors have an effect on our premium rates. While 
1986 and 1987 premium increases for groups of 50 or more contracts 
averaged 8% and 12.5% respectively, our 1988 and 1989 averages were 
23% and 36%. such rate increases clearly have a negative effect on 
the availability of affordable coverage for Connecticut citizens. 
Similarly our corporate loss of over $50 million last year clearly had 
a negative effect on our reserve levels and our ability to offer more 
affordable programs. 

We are actively pursuing communication, product design, provider 
negotiations and benefit management initiatives to moderate these 
trends. 

Historical Connecticut Efforts to Provide Covejraae for Families and 
Children 

Blue Cross li Blue Shield has consistently encouraged benefit 
programs that include meaningful coverage for families and children. 
All of our newer proiiucts automatically include the pre-natal, early 
childhood and managed care features necessary to assure availability 
and access to necessary care. 

Legislatively there have been two initiatives that extend t:ie 
availability. 

1. Approximately 10 years ago a Health Reinsurance Association 
was established by state statute to assure access to comprehensive 
medical coverage for all. Unfortunately high utilization has led to 
premium increases, membership declines, anri the emergence of a pool 
made up primarily of uninsurableo. While o/er 50,000 contracts were 
originally covered through identical Blue Cross & Blue Shield and 
Health Reinsurance Association Products, today only 10,000 contracts 
remain. Even with the premium increases. Blue Cross & Blue Shield and 
commercial carriers lost millions of dollars annually without benefit 
of premium tax credits. 

2. During 1989 the State legislature passed a bill mandating 
early childhood benefits in all health insurance policies, while this 
seemed like a laudable proposal the bottom line effect was an 
additional 5-f% increase in many policies. As mentioned earlier we 
are, as a matter of policy, including such benefits in our new product 
offerings. We are concerned that mandating it for all policies miy 
adversely affect the expansion of more cost effective programs. 
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Recant Connecticut Efforts Ragardinq the Unitiflurad 

The nunber of persons without health insurance coverage is 
alarming nationally and in Connecticut. Last year our legislature 
•stablishsd a Governor's Blue Ribbon CoBunittsion on State Health 
Insurance to seek aolutiona to this nultifaceted problem. This group 
includes representatives from consumers, providers, business, 
carriers, special needs populations and government. They are working 
toward a proposal that can be released by March of 1990. 

While delibervtions are still quite preliminary, there are 
several themes that have emerged. 

1. The problem is multi-dimensional and segmented. Thsre 
probably is not one solution that can solve it all effectively. 

2. Given budget constraints and economic problems, a focused, 
incremental approach may be appropriate. 

3. There is a need for every party to come to the table with 
ways they can help . . . 



carriers must determine ways to make basic benefit 
coverage affordable; 
welfare programs should consider ways to loosen medical 

benf/fit eligibility; 
providers must consider their social responsibilities to the 
un insured/underinsured ; 
everyone must be willing to pay their fair share, etc. 



Similar commissions and demonstration projects are operating 
throughout the nation. It is critical that we monitor results 
carefully and transplant concepts and programs that are successful. 

The Blue Cross ft Blue Shield of Connecticut Pgrspective 

He believe that no one party is responsible for the current 
problems of rising health care costs and the uninsured and that no one 
party can solve them. He call for collaborative efforts that seek 
specific solutions for specific segments of the problem. 

There are major Initiatives already going on across our nation. 
Businesses have had enough of major health insurance increases. The 
incremental effect of mandated benefits is being recognized and 
increasing pressure is mounting to reducing this barrier to affordable 
insurance. The devastating effect of being uninsured is garnering 
widespread attention. He feel that these concerns and related 
initiatives must have time to come to closure. He do not feel that a 
massive Uninsured Health insurance system is appropriate at this tims. 
We call instead for improvements in our current pluralistic system of 
health care financing. He encourage ways to carry these lnitia;:ives 
forward including: 

1. Tax Incentives for small employers who offer health benefits 



to employees; 
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2. Expansion of Medicaid eligibility for Madloal Carai 
3« Blinination or raduotion of aandated benefits; 

4. Fine tuning of state risk pools to better spread the cost 
and increase the affordability of benefits; 

5. Competition anong carriers to offer basic benefit programs. 

The Medicare Catastrophic Care issue has made it all too evident 
how difficult it is to deal with health care systems problems in a 
broad way. we encourage a local challenge to find solutions » to 
execute solutions » and to share positive results about solutions as a 
better path to follow. 
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Mr. Morrison. Thank you. 
Ms. Spegele. 

STATEMENT OF JANET SPEGELE, VICE PRESIDENT, LEGAL DE- 
PARTMENT, CONNECTICUT BUSINESS AND INDUSTRY ASSOCIA- 
TION, HARTFORD, CT 

Ms. Spegele. My name is Janet Spegele, and I am Vice-President 
of the Connecticut Business and Industry Association, CBIA. The 
association represents approximately 6,700 firms in this site, em- 
ploying well over 700,000 rnen and woman in this state. Though 
many of our members are large employers, certainly the vast ma- 
jorities of those 6,700 companies are small employers employing 
fewer than 100 employees. 

My perspective today is the one that I have been asked to speak 
on, which is the effect of rising health care costs on Connecticut 
employers, and on Connecticut employer's ability to provide health 
nisurance for their employees. 

Health care costs are indeed rising. I think we have heard about 
it, but I think it is interesting to look at it from the perspective of 
the employer who is now paying a significant portion of those costs. 
Every year CBIA conducts a survey of its membership to identify 
some of the problems that are of greatest concern to these mem- 
bers. And this years survey has some good news in that, as in 
many years in the past, we have recorded that a substantial m^or- 
ity of our members do provide health insurance, do offer it as a 
benefit to employees, and it is somewhere around the 95 percent 
range. 

I think when we look at the statistics on the number of unin- 
sured in this state, many of those statistics are based on extrapola- 
tions from national figures. When we look at our membership, we 
find that projections which the number of uninsured are somewhat 
less than some of these extrapolations from national figures. 
Maybe because this is an insurance capital, and insurances are 
readily available here. But certainly among our membership, there 
is a very, very strong showing or provision of health insurance. 

That is the good news. The bad news, of course, is what we have 
been hearing on these panels all along, that health insurance costs 
are rising at startling rates. From the survey that we conduct 
every year, % of our employers report that the cost of insurance 
has risen more than 20 percent; Va report that it has risen more 
than 30 percent; and for the first time, we have got a significant 
portion, I think 10 percent is a significant portion, reporting that 
their health insurance is increasing over 50 percent, A very large 
chunk, and a very large cost of doing business. 

More important than the rate of increase is the proportion that 
employers are being asked to spend on health insurance. And 
though we do not have any state wide statistics on this, one of our 
mcgor Connecticut manufacturers did do an in-house study of this 
over the last decade and found that whereas 10 years ago employee 
health insurance costs represented 18 percent, of the average em- 
ployee wage paid to that company's employee, today those health 
msurance costs have risen to 30 percent of the average hourly 
wage. 
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What that means is that it is really an add-on to every employ- 
ee hired. On top of the wages paid, on top of worker's compensa- 
tion, on top of unemployment compensation taxes, on top of a 
whole series of other costs we have a 30 percent add-on in health 
insurance costs that must be paid. That has to have a chilling 
effect, I think, on any decision made in terms of expanding the 
work force. And it has a compelling— it is a compelling factor in 
terms of thinking about reducing the work force. 

With costs of this magnitude, it is no surprise that our survey 
again shows that the number one concern, the number one cost 
concern of businesses in this state on this survey, is the rising cost 
of health care. Faced with escalating costs, employers have been 
compelled to find ways of slowing the increases, or jeopardize their 
ability to compete nationally and internationally. 

And I think I would like to emphasize that point because earlier 
Congressman Morrison made the point that these costs are really 
not absorbed by businesses, they are passed on. But I think as we 
look at the nature of the economy, it is no longer one in which 
prices reflect, or can continue to rise unless productivity is de- 
creased. That many, many of our Connecticut employers are com- 
peting not only nationally, but they are competing in international 
markets where the cost of producing a product or a service is con- 
siderably lower. 

So, to the extent that productivity can be increased, some of 
these increased costs can be absorbed. To the extent that they 
cannot be increased, thev must be absorbed by the employer and 
cannot be passed on in pieces because that would jeopardize the 
ability to compete. 

Employers are responding to the high cost of health care in a 
number of ways. As an organization, CBIA has been directly in- 
volved in examining increases in hospital charges. We have learned 
already that hospital charges make up a significant, probably the 
largest single portion of the insurance claim dollar paid out. 

And we too are concerned with the issue of looking at the differ- 
ence between perhaps the price charged for a service and some 
ways of getting to more efficiently and more cost effectively provid- 
ing that service, and really questioning whether the price charged 
is reflective of the cost of that service and try to narrow the differ- 
ence between examining whether there is a'way of narrowing the 
diff'erence betwei^n cost and price. 

On an individual level, employers are instituting series, with the 
help of insura.ice companies, instituting a series and a variety of 
ways of trying to more efficiently deliver health care, doing it at a 
more cost effectively in a more cost effective way through utiliza- 
tion of HMOs or through flexible benefit plans, or through utiliza- 
tion review. Any number of managed care elements are being in- 
troduced to try to make better use of what is available. 

One of the more prevalent ways, unfortunately, over the last 
decade of trying to save costs for employers is to be asking employ- 
ees to take a greater portion of the cost of health insurance. 
Whereas, a number of years ago, in the '40s when health insurance 
was for the first time offered as an employee benefit, the employers 
absorbed that cost almost universally. 
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As time passes, the cost of becoming so high has meant that it is 
compeJled them to ask employees to absorb some of these costs. 
And our survey shows that more than 40 percent of our employers 
are now examining that as an option, either increasing, or for the 
first time asking employees to shoulder some of the cost of health 
insurance that is provided through the work place. 

On the one hand, we find that when employees have a greater 
stake in paying for health care through their health insurance, 
they are more likely to be more efficient users of this care. And to 
the extent that we can more efficient utilization of health care in 
this state, or in this country, we are going to have an effect and an 
impact on stabilizing medical costs. 

On the other hand, employees found, or asked, to contribute to 
health care costs or to health insurance, sometimes find themselves 
unable to do that. And to that extent, the shift to asking employees 
to pay for health insurance or to contribute to those costs is actual- 
ly contributing to a larger pool of uninsured. 

But just as individuals are finding that they cannot afford to 
shoulder the cost of health care, we find that more and more em- 
ployers are finding that they cannot shoulder the cost of health 
care either. And as an organization, we provide health insurance, 
or serve as a conduit of providing health insurance to small em- 
ployers in this state. 

On a yearly basis, as those health insurance premiums rise to 
absorb some of the cost of rising health costs, there are— there is a 
statistic called the non-renewers. Those companies, and in this 
case, all small employers, find that they cannot renew. Cannot 
renew because the cost of their— the increase in their premiums 
has meant that it has simply become a prohibited expense, so that 
we are finding that the high cost of insurance is creating real bar- 
riers to coverage, and deterring, 1 think, the expansion of employee 
health insurance in the private sector. 

At the same time that employers are finding it harder to provide 
health insurance, we look at the narrow eligibility for Federal and 
state health insurance programs, and we find that there are a sig- 
nificant number of individuals who are at or near poverty who are 
left outside of the Federal and state entitlement programs. 

Kenneth Thorpe, in his testimony, already alluded to the statis- 
tics that if Medicaid were expanded to include individuals at 200 
percent at the poverty level, the expansion would reduce the 
number of uninsured individuals by approximately %. 

In addition to these narrow eligibility standards, there is also the 
whole issue of sufficiency of funding. Medicare and Medicaid reim- 
bursement are not keeping pace with the cost of health insurance 
nor health care. And to cover these short falls, hospitals and doc- 
tors alike are passing on their loss that they are suffering . pri- 
vate patients, and, therefore, to employer funded health insurance. 
Emplo)^ers are, therefore, not only paying the cost of medical care 
for their employees and their employee dependents, but they are 
funding the deficits created by inadequate Medicare and Medicaid 
funding. 

1 have also been a:iked to speak on the much larger topic of how 
to expand access to health care in the United States, especially for 
families and children. And 1 think 1 have just referred to the first 
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step that I think has to be taken, which is for the Federal and state 
government to live up to their responsibilities and adequately fund 
Medicaid and Medicare progravas. And that adequacy means suffi- 
cient reinibursements to cover the cost of programs that are al- 
ready available, but also, as I mentioned before, expanding eligibil- 
ity to cover those who are at or near the poverty level. 

Adequate government funding would eliminate or significantly 
reduce the private sector subsidy of government shortfalls, and 
make private insurance more affordable, if not totally affordable 
for many more employers and employees. 

Another step has already been alluded to, and that is the exami- 
nation of health insurance mandates, which are primarily a state 
function. Examining them, not only in terms of their impact on 
cost, but in terms of their impact on health status. More does not 
mean better in terms of the quality of care, but it certainly does 
mean a great deal more in the price of that care. 

Some statistics have already been alluded to by the previous 
speakers. I do not think there is any single answer to how to best 
expand that access to health care coverage. And there is no ques- 
tion that it is a problem. But from an employer perspective, I think 
the first step, and the best step, is to try to work on bringing down 
the cost of care, and bringing down the cost of insurance so that 
more people can afford it. 

Thank you. 

[Prepared statement of Janet Spegele follows:] 
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Prepared Statement of Janet Spegele, Vice President of the Legal 
Department, Connecticut Business and Industry Association, Hartford, C7.' 

My name is Janet Spegele. I am a vice president for the 
Connecticut Business and Industry Association (CBIA) . CBIA 
represents approximately 6,700 firms which employ over 700,000 
women and men in Connecticut. Our membership Includes firms of 
all sizes and types; however, the vast majority are small 
businesses with fewer than lOO employees. 

I've been asked to speak on the effect of rising health care 
costs on Connecticut employers and on their ability to provide 
health insurance for their employees. 

Health-care costs are indeed rising. Every year, CBIA 
condusts a survey of its membership to id^^ntify areas of special 
concern to employers. In this year's survey - as in our previous 
surveys * the overwhelming majority of employers report that they 
provide health insurance coverage for employees (95 percent) . 
But the cost of this coverage has increased at startling rates 
over last year: 

o Two-thirds of employees report that the cost of health 
insurance rose more than 20 percent ; 

o One- third report increases of more than 30 percent ; 

o 10 percent report ^ icreuses of more than 50 percent 1 

But even more significant than the rate of increas.^, t-he 
proportion of dollars spent on employee health insurance 
coverage. One major Connecticut manufacturer has done an 
analysis of health-insniance spending in relation to employ ><» 
wages over the last lO years. He found that whereas 10 yearc: ago 
employee health insurance costs represented 18 percent of ' ^o 
average hourly wac^e paid to the company's employees, today ..s 
company's health insurance costs represent 30 percent of the 
average hourly wage. 

This 30 percent add-on to wages must be factored into any 
decision concerning whether or not to expand the workforce and 
whether or not to reduce the workforce. 

With costs of this magnitude, it's no surprise to find from 
CBIA's membership survey that employee health insurance costs are 
the number-one cost concern for Connecticut businesses, outpacing 
even business taxes. Faced with these escalating costs employees 
have been compelled to find ways to slow the increases or 
jeopordize their ability to compete nationally and 
internationally . 

And employers are responding in a number of ways: They're 
instituting managed care elements into their insurance plans for 
more efficient utilization of services; they're changing 
health-care plan designs, such as HMOs and flexible benefit 
plans; and they're asking employees to share the costs of 
coverage. (Over 40 percent of employees report having initiated 
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or increased employees' contributions for health insurance 
coverage over the last year,) 

Sharing the costs can slow the rate of increase in employers' 
costs and increase employees costs. On the one hand employees 
who have a stake in paying for t'leir health care are likely to be 
more efficient users of this care, An^i in the long run, more 
efficient utilization could help stabilize the costs of medical 
care* 

On the other hand, employees who are asked to share in the 
costs of their medical insurance may choose to do without 
insurance rather than contribute, I can't help but wonder how 
many among the numbers of the medically uninsured who are 
employed or dependents of employed have been offered insurance on 
a cost-sharing basis through an employer but have chosen not to 
contribute to the cowtn, 

01 course, the significant cost of employee health insurance 
has also meant that some employers simply can't afford to provide 
it at all - just as some individuals can't afford the costs. 

The high cost of insurance has created a barrier to coverage, 
deterring the sxpansion of employee health insurance coverage in 
the private sector. 

At the same time, the narrow eligibility criteria for federal 
and state health insurance programs has left a significant 
portion of individuals who are at or near the poverty level 
outside the Medicaid system, it has been estimated that if 
Medicaid were expanded to include individuals at 200 percent of 
the poverty level, the expansion would reduce the number of 
uninsured individuals by two-thirds. 

In addition, the federal and state funding t'lat is available 
is not keeping pace with rising health-care costs. Medicare and 
Medicaid reimbursements fall short of the full cost of medical 
care. To cover the shortfalls, hospitals and doctors are passing 
on the loss to private patients and therefore to employer-funded 
health insurance. 

Thus, employers are not only paying the costs of medical care 
for their employees and employee dependents, but they are funding 
the deficits created by inadequate Medicare and Medicaid 
reimbursements • 

In discussing tiie problem in this country of the medically 
uninsured, it is often observed that the United states is unique 
among Western nations in its failure to have a national health 
insurance program or national health service that makes health 
care available to all its citizens. But another aspect of this 
uniqueness, is that the U.S. stands alone in using employers as 
the primary funding source of medical care. 
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This leads me to the final topic I've been asked to speak on: 
How to expand access to health care in the U.S.^ especially for 
families and children. 

I*ve already referred to the first step that must be taken in 
improving access. Both federal and state governments must live 
up to their repsonsibilities and adequately fund the Medicare and 
Medicaid programs. Adequate funding means providing 
reimburs^aments to cover the costs of care for those currently 
eligible for these programs and expanding eligibility to cover 
those who are at or near the poverty level (e.g. at 200 percent 
of the poverty level). 

Adequate government funding would eliminate or significantly 
reduce the private-sector subsidy of government shortfalls and 
make private insurance more affordable for employers and 
employees. 

But additional steps must be taken to make private health 
insurance more affordable: The cost of health insurance mandates 
must be thoroughly examined to determine their impact on cost and 
their impact on health status. Requiring that every group health 
insurance policy provide cadillac coverage only guarantees that 
the insurance will bear a cadillac price tag a>id place the 
product out of reach for many einployers and individuals. 

There is no single answer to the complex problem of how best 
to expand access to health-care coverage. But taking steps to 
make coverage more affordable will go a along way to making it 
more available. 

Thank you. 
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Mr. Morrison. Thank you Ms. Spegele. You quoted me a little 
bit out of context, and I think we ought to clarify it. You said that 
I had said that all the costs were passed on. I said that corpora- 
tions do not have an independent way of paying for things. They 

Sass on part of the cost to the Federal government through tax de- 
uctions. They pass some portion of the cost on in their prices, and 
some portion back to their stockholders in terms of lost profits. 
And that was my point. Not the point that you seem to suggest 
that I made. 
Ms. Spegele. Forgive me. 

Mr. Morrison. I just think it ought to be clee.r. I also find that 
everybody seems to say about how complicated this problem is. 
However, one does have to say that it is extraordinary that while 
every other industrialized society in the world has answered this 
question of complication by taking a universal approach, everyone 
on this panel seems to be very reluctant to embrace that kind of 
answer. 

Please explain to me why it is that the United States is so 
unique among the OECD countries that this one somewhat simpli- 
fying and unifying principle which seems to apply in every other 
society does not apply. 

And the question I would like each of you to answer to get at 
that question is, what is your view of the relationship of access to 
health care to the role of being a member of this society? Is health 
care something in the nature of a right that members of the society 
should expect to have? Or ?s it, like cars and other commodities 
with which if you cannot afford one, well, thit is the price of the 
market place? We obviously have both kinds of things in this socie- 
ty. Some of which we distribute as a matter of right, like an educa- 
tion. We say that every child should have a right to a certain basic 
education regardless of his or her income level On the other hand 
we say that many commodities that are market place commodities, 
access to which is purely a function of your market place power- 
how many dollars you have to bid with. 

I think that this is a fundamental value choice that the country 
is faced with, and I wonder what the position of your organizations 
is on this question. Which is it? 

Ms. Spegele. I do not think that our organization has taken a 

Eosition. I think our country probably has taken a position that 
ealth care has become over time a matter of right. None of the 
segments of the population have been willing, and I do not think 
should be willing, to deny health care where it if needed. And I 
think there is a general, a societal view that healt care should be 
available to all those who need it. 

It is a question of how to achieve that. And where we have 
models available, and I am not speaking from a position of exper- 
tise, I am speaking now as sort of an observer of the scene, where 
we have models available, and kind of perhaps one that has been 
referred to earlier, the statistics would show that there is less 
money per capita than yet a greater availability 

And one of the things I think in looking at, and trying to make 
health care more universally available through some sort of a na- 
tional plan, is that it would not be like Canada. It would not be 
more persons getting it for less than we are now paying, with more 
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persons getting it for a great deal more than v/e are now paying for 
it because I think there are a series of expectations in this country 
that are very different than those that exist in Canada or in Great 
Britain. 

And we have become used to, those of us that have that care, to 
the maximum that is absolutely available. We want it now. And 
that is not the Canadian or British expectation of care. There are 
those who are crossing the border from Canada so that they can 
get what they want now by going to American hospitals and paying 
for it. 

But when we are looking at the Canadian or British model, I 
think it is important to look at the difference in the set of expecta- 
tions that Americans have, or North Americans in the united 
States have about health care, versus those in some other countries 
that now have additional health care available. 

That is not to say it will never work. It is just to say that it is 
not so easy to place that model onto a U.S. population and expect it 
to work quite the same way. 

Mr. Morrison. Well, let me understand what you are saying. 
That is a very interesting comment. You argue that between the 
United States and Canada, which physically, geographically, and 
culturally is our closest relative among nations, that oasically, we 
want a lot more and have much higher expectations of what >ye 
should be able to get and how quickly we should be able to get it, 
et cetera? 

Ms. Speg£LE. I made that comment, not because I am an expert 
on it, but 

Mr. Morrison. Well, we do have an expert here, and he will 
probably tell us what he thinks about that in the next panel. But I 
am more interested in whether that leads to the conclusion that 
there is no dollar level, no GNP percentage level, at which Ameri- 
cans would be more satisfied with a universal system than the one 
we have now where we keep the price down by keeping certain 
people out? 

In other words, letting some people remain out of the system is 
how we keep it from going from 11 percent to 15 percent of the 
GNP. If you are right, in order to get universal, we just have to 
spend more. 

But this does not get you away from the basic value question of 
vhether we are going to save money by keeping people out or save 
money or not save money— by letting more people in? 

Ms. Speoele. I do not think I answered the basic value question. 

Mr. Morrison. Well, let us give some other people a chance at 
the basic value question. 

Mr. Leroy. Congressman, I think in this country that indeed we 
have reached the stage where, in fact, health care is looked at as a 
basic right. And I guess the question is, how is it provided? Is it 
provided through a wholly governmental mechanism, or is it pro- 
vided through a combination of private and public mechanisms? 

What gives us pause, guess, in fact, of course, I have a— my 
companies I represent . a very large stake in how that is an- 
swered. We do provide l>^alth insurance to the vast majority of 
Americans through ' he private sector mechanism of it. 
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But the issue of finding a level so that all are covered is a real 
issue that Congress has to struggle with. I guess what gives us 
pause in a sense is how Congress has decided on how it has man- 
aged the Medicaid and Medicare program to some extent. 

Both started out with the intent that all would want to provide 
coverage for various segments of the population that might not be 
covered by private sector insurance, Medicare for the elderly, some 
disabled Medicaid for the poor. 

And what we have seen over time is a continaed promise of bene- 
fits with a ratcheting down of a financial commitment to provide 
the coverage that was promised, with disastrous results for both 
hospitals, providers, private insurers, and employers because, in 
fact, we are paying the tax for, right now, that is a hidden tax, of 
the cost shift of the inadequate reimbursements that are going to 
cover these individuals who are supposedly promised coverage. 

What is a concern when you talk about a general omnibus sort of 
solution is, what is the Federal government going tc. do? Promise 
again, and then start ratcheting away at the original promise? 
That is a concern. 

As Jan said, I think that there are other issues involved when 
you start to talk about comparisons between 

Mr. Morrison. Wait. We are way down the road beyond the 
basic question. I am very interested in your observations, and I 
want to come back to them. But let's try to focus them, rather than 
getting into a long discussion. 

I want people to answer the question of whether you think that 
our society ought to treat access to health care as a right in society 
as opposed to something that depends on one's market power? 

Mr. Leroy. That first question is an answer, yes. And there are 
different solutions as to how that is done. 

Mr. Morrison. Well, it frankly surprises me that the health in- 
surance industry does not want to sell health insurance to the Fed- 
eral government for everybody. It is kind of bizarre that your 
answer to the question leads to, "Let the government deal with 
some marginalized population and let us deal with what we view an 
a more profitable population." 

Mr. Leroy. We are hit on the same issue of why are you not for 
an employer mandate? Does that not mean increased, if yon have 
an employer mandate, does that not mean an increased markv-^t for 
your products? Our industry has looked at it and stepped back and 
said, that might be fine and dandy, but in short, what does that do 
to our economic system when you have small employers who are 
not going to end up economically viable because of the increased 
costs that we place upon them? We have tried to take a broader 
look. Congressman. 

Mr. Morrison. I understand that, but my point is this. As to em- 
ployer mandates, it is very noble of you not to want to do more 
btisiness because you consider its impact. It ought really to drive 
you to ask the question, why do we have employer basedf payment 
at all for health insurance? Does that make any sense when you 
find that as employers get smaller and less profitable, loading that 
particular cost on to them on a per capita basis does not necessaii- 
ly come out with a good economic result? 
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What that ought to drive you to is the question, why we have 
this system of payment at all? 

Mr. Leroy. I would disagree that our system of providing health 
insurance ♦hrouffh the employer mechanism is not working. It has 
worked, and it should continue to work if certain actions are taken 
by the government to allow it to continue to work. 

Mr. Morrison. Well, you know, there is a lot of dissension 
among the Fortune 500 leadership. The CBIA's position today does 
not sound exactly like what I hear from the executives of major 
Fortune 500 companies about whether they think the employer- 
based health insurance system is working. Those who are exposed 
to international competition seem to particularly find that the 
American way of paying for health care is very damaging to their 
international competitiveness because their burden of paying for 
health is on a per capita basis rather than on the basis of their 
profits. 

Mr. Lerov. I have to make one comment, and I will let you get 
on to try and get other answers from it. But the comparisons are 
not as clean cut as some would make it out to be. If one looked at 
Canada, for example, there is more going on. I mean, you know, 
the issue of statistics. But we began about I believe 15 years ago 
with the same percentage of GNP going toward our health care 
system What occurred from that period of time up until now is the 
fact that they have had much faster growth in Canada than we 
have had in our economy in the U.S. 

If our economy had grown at the same percentage as Canada, 
our percentage of expenditures going to our health care system 
would be lower. So, you have to be a little careful in some of the 
comparisons that are being made. 

Mr. Morrison. I think we will get a chance with Professor 
Marmor to get into some of those questions down the road. 

Mr. Holdt. 

Mr. Holdt. I would say that the goal is that health care is a 
right. However, because of limited capacity, dollar capacity, or pro- 
vider capacity, then it becomes almost a commodity. So, the goal is 
a right, but because we do not have enough to have everything for 
everybody, which is indeed what we want here in America, it is be- 
coming more of a commodity. 

So, it becomes an issue of how vou draw the boundary line. In 
the model that we have active in the United States today, and it is 
not right, it is a boundary line that is based on economics. The 
poor, more often than not, are the ones that fall out. 

In the British system, the boundary line is sometimes based on 
age. They have also a limited capacity, but the most popular prob- 
lem example is that if you are over 50 years old and you need dial- 
ysis, you just do not get it. Well, that is not good enough. That is 
not going to fly in New Haven or anywhere in America. People are 
going to say, hey, I want that. 

The way we are doing it is not so right, but the way that some of 
universal programs arp not necessarily right either. 

Mr. Morrison. What you are saying is that if we are going to 
limit the dollar amount spent in any way, at some level there is 
going to be rationing. Unless we arc willing to spend an unlimited 
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amount of money, something is going to have to be the dividing 
line? 

Mr. HoLDT. Yes. 

Mr. Morrison. But the question really is ought we to be striving 
to have the limitation, or that awful unspoken word, the rationing 
allocated on some non-economic basis having to do with the benefit 
of the particular health intervention or the relative choice between 
the needs of people involved, whether it is the youth or some other 
measure like that? Does Blue Cross have an opinion on this? 

Mr. HOLDT. I do not know as an official spokesman, if you will. 

Mr. Morrison. I have some more questionp but I want to give 
everybody a chance. 

Mr. Evans. Mr. Lerov, you say that perhaps one of the ways we 
can deal with this problem is through expanded Medicaid coverage. 
And one of the options being allowing individuals or families with 
incomes above poverty but below 150 percent of the Federal pover- 
ty level should be eligible to purchase, to buy in basically. 

In addition, I would like to say that perhaps persons who are not 
otherwise eligible because of higher incomes, ought to be able to 
spend down. I think the problem we have is that most people that, 
first of all, are in that category that might be able to buy in simply 
are using the money for other purposes. What kind of amount of 
money would you see that they would have to spend to buy in? 

And then, secondly, I guess, the other problem is effectively this 
kind of expansion says to people, we will help you, but you have to 
waste all the resources and assets that you have accumulated over 
the years, which in many cases, I know from my own experience 
with this group of middle and lower income people is not much. 
What we are saying is, basically you will get health care if you 
spend off what you have accumulated. Is that really realistic? 

Mr. Leroy. Well, Representative Evans, on the issue of the buy 
in. I think that you can set those premium levels really anywhere 
y?" want to depending upon what sort of subsidy you want to pro- 
vide. We have done some— we are doing some number crunching 
ourselves in regard to trying to look at prototype policies outside 
the Medicaid system to try and—if we were somehow to be allowed 
to preempt some of our current state mandates, what would the 
cost be if we had a very limited type policy to offer employers? 

The same sort of analysis could go on looking at what sort of 
first dollar coverage can we provide somebody before they get into 
the Medicaid system? You can, depending upon the coverage, get 
the nionthly premiums down significantly. But there is a trade off. 
Absolutely there is a trade off between the type of coverage to be 
offered versus how expensive you want it to be. 

As I said, I think that is probablv a less significant problem than 
indeed you point out on the spend down. That issue is a real one, 
and I think it is a balancing between how our society places the 
price of governmental services. You know, the issue arises in Med- 
icaid with the nursing home issue, which I am sure you have 
heard. Should you force somebody to become impoverished basical- 
ly before you allow them into the governmental system of financ- 
ing? 

I do not have the answer to that. It is som: hing that I am sure 
you struggle with all the time in Congress trying to find the bal- 
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ance between individual responsibility versus where the govern- 
ment should step in, 

Mr. Evans. I just wonder, you know, in terms of people that are 
just above the poverty level, if they are going to have any real in- 
centive to buy into 

Mr. Leroy. Well, it is interesting in that some of the survey data 
we have done, we have always been on the premise, and we prob- 
ably have our middle class biases, that we bring to our work as 
well as anybody else. If I didn't have all of a sudden health cover- 
age from my employer what would I want? 

I would want catastrophic coverage. Okay. I could go out and pay 
for the initial visits in that sort of caro. And I would want to be 
protected if I had to go in the hospital, and it's going to run up a 
bill of $50,000. 

Many of the people at the near poor, that is not what they are 
interested in. They know in a sense they do not have a huge asset 
base. 

What they are looking for is some limited first dollar type cover- 
age so that when they want to go down to the local doc and try and 
get some sort of first look, they will not have to have the choice of 
spending $15 or $20, which ends up being a deterrent to going 
down and getting in that door, sometimes causing the problem to 
get that much worse because they do not get into the health care 
system until much later. 

I think both in some of the prototype policies we are looking at 
and in Medicaid, they are trying to look at limited type first dollar 
coverage knowing that if somebody is near poor, then the govern- 
ment is going to step in if somebody really has something serious. 

Mr. Evans. All right. Janet, why do you say in your statement 
that you wonder about the numbers of employers who offer a cost 
sharing basis insurance to their employees? Why wonder? Why not 

{ust include that in your survey next year? Why not ask your mem- 
)ers just how many of them are offering those kinds of programs, 
and how many of their employees are participating? Could you 
share that with us? 

I suppose this survey is just completed for this calendar year or 
something. Perhaps next year, if you could include that, we would 
appreciate knowing that. It would give us more of a factual basis. 

Ms. Speoele. That's a good thought. Thank you for the sugges- 
tion. 

Mr. Evans. Thank you. 

Mr. Morrison. One of the things that is most striking about the 
proposals, which I would sort of call the private sector and provider 
commrnity responses to this problem, is the interest in expanding 
the sc ope of people covered by Medicaid. That is said in the same 
breath, or in the immediately following breath, as describing all 
the inadequacies of Medicaid— the extent to which it is underfund- 
ed, the extent to which none of the providers are satisfied with the 
reimbursement rates or the reimbursement procedures. 

And it is striking to me that we have the private sector arguing 
that it ought to be maintained as the insurance vehicle for most of 
tho population, but that the most vulnerable people in the popula- 
tion should be covered by what you have defined already as an in- 
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adequate and underfunded system. Why? I really do not under- 
stand this. 

I mean, I would understand if the private sector came and said, 
**We have got a product here. The government ought to give vouch- 
ers to buv it.'' Or, I would understand it if you say, ''Well, the 
truth is that we cannot get universal coverage without some gov- 
ernmentally operated universal insurance system.'' But why are 
you for this two track system— because that is what it is, and you 
already know that Medicaid patients do not have the same access 
as private patients? They do not have the same access to doctors, 
they have problems in primary care, and all of the hospitals say 
that they do not pay their way. Comments from each of you on 
that? 

Mr. Leroy. I think there are a couple of issues involved. I think 
Medicaid is, I will not say collapsing, but is experiencing problems 
in attracting i)roviders and being attracted to hospitals. Primarily 
because of their reimbursement level. I have not perceived the fact 
that there is, necessarily has to be a two tiered system of health 
care, 

Mr. Morrison. But you would agree that we have one now with 
respect to Medicaid versus everybody else. And maybe we can find 
some more tiers to put in. But we do not have equal treatment 
right now, right? 

Mr. Leroy, Not in hospitals, and I would be interested from what 
Sister has to say. In hospitals, once somebody is in that door, and 
in fact in this state, any uncompensated care is shifted over overtly 
to our regulatory method into the rates of private paid patients. 

I am not that familiar with primary care. I would have to think, 
Representative, that there are problems. 

Mr. Morrison. And people do not get admitted to a hospital 
unless it is the most dire of circumstances and they walk them- 
selves through the door. We get admitted to hospitals through pri- 
mary care physicians or others. So, there are lots of conditions that 
go untreated in hospitals because the people do not have the basic 
system that gets them in the door. 

Mr. Leroy, I would, again, I think that for the individuals who 
are in need of governmental services, there is nothing to say that 
Medicaid cannot work to provide the right level of financing in at- 
tractive ri^ht providers. But that is not happening right now. 

Mr. Morrison. Would you try to answer the question, why it is 
that you want for one group of citizens a government system, and 
for another group of citizens a private system? What is it that 
makes that good social policy? Why should it not be the same for 
everybody? what is so special about that group of people that you 
want to consign them out of your business, which is really quite 
strange? 

Usually people want to sell their product to the broadest popula- 
tion possible, yet you want some people not in your market place, 
That is a very strange position for the insurance industry to be in, 
I wouid understand somebody else making that kind of proposal. 

I still really do not understand why we should think about some 
group of people the government should take care of, and some 
group of people that should have private insurance. 
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Mr, Leroy, Let me see if I can try and make a point. One is, I 
think in this country it goes back to the fact of our society in that 
the private sector is used as a mechanism to provide products, to 
provide services if, in fact, there is not some sort of, I guess in eco- 
nomic terms, market failure so it does not work. 

And we would still say that for the vast majority of Americans, 
the private sector of mechanism is indeed working. Now, to get to 
the point of whether there could be something structured so, in 
fact, the near poor end up utilizing the private sector mechanism. I 
am sure there are methods to exploring that. And I am not the 
expert representative to talk about that. 

But as far as basically taking, and correct me if I am wrong, the 
other step and saying everything should be funded through the 
governmental entity, I think that is something that goes to the fact 
that our country looks to the private sector to provide goods and 
services rather than the government. 

Mr. Morrison. Yes, I think that is the position you probably 
should be arguing. You should be trying to sell this stuff and argu- 
ing that you are in the best position to sell it. I am not sure I 
would agree, but it seems to me a very strange position that you 
want to segment the market in the way that you do. 

I would like Blue Cross to respond. 

Mr. HoLDT. I think what we are saying is to try to fix something 
that we know rather than throw the whole thing out the window 
and start over again because we have not had a lot of success in 
some broad based programs. I do not think we are saying to expand 
it underfunded. We are saying funded. 

Mr. Morrison. Where is the money to fund it? You all want to 
expand Medicaid. Do you know where the money is going to come 
from? We have a $100 billion plus deficit in Washington, and we 
seem to have a similar one in Connecticut on a per capita basis. 
Where is the money to come from here? 

Mr. HoLDT. In the state it comes from those that are insured, and 
that the uncompensated care 

Mr. Morrison. No. Well, let us leave the issue of uncompensated 
care because we could have a long debate about whether it worked, 
more or less, under the old rating system. Now we have a new 
system that the hospitals like and nobody else does— except the 
hospitals cannot get their rates set, so they do not like it either. 

But are you saying that we should raise taxes to pay for higher 
Medicaid and Medicare in order to get this system working, is that 
the bottom line? 

Sister Virginie. May I comment? 

Mr. Morrison. Yes, Sister Anne. 

Sister Viruinie. I think earlier this morning one of the piesent- 
ers talked about the fact, if we do a little altering of the manner in 
which we do pay for some of the services that we have right now, 
and I think she was speaking largely of those who are in the lower 
ec9nomic situation, that if we didf things more timely, more appro- 
priately, and paid for them, we would be reducing the cost overall. 
And those excess dollars so to f peak could be used to assist in fund- 
ing those situations. I think it was Dr. Klerman, if I am not mis- 
quoting her, talked about that possibility. And I think we really 
have to look at that. 
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We are focusing a lot on the economics of it, and appropriately so 
in this setting. But the fact of the matter is that, as a nation, let 
alone a community like New Haven or the State of Connecticut, we 
are not openly talking a m^or public policy kind of situation. We 
are the providers and the insurers and the legislators. But there 
does not seem to be a forum in which those who are really being 
impacted on are really involved in that kind of a decision. 

And so, I am probably going off on a tangent in that regard, but 
I think we have a very serious social public policy issue that we 
keep talking about in smaller firms outside of those that are im- 
pacted on it. 

Now, I wish today, for example, there could be people from the 
business community here sharing in this. And they have talked to 
you in other settings. 

Mr. Morrison. Well, that is the CBIA^s role today. 

Sister Virginie. But I mean, the employees that are being im- 
pacted by this. 

Mr. Morrison. I think it is important to note that we should say 
that we only have the government come in when there is a market 
failure. It seems to me that 37 million uninsured, 40 percent premi- 
um increases, and employers finding themselves with 30 percent 
employee fringe benefit costs to carry health insurance are all evi- 
dence of a failing system. They are not evidence of success. 

So, I think we ought not talk about our current system as if it is 
a smashing success at the moment. Listening to the debate over the 
hospital reimbursement system in Connecticut last year would not 
lead one to believe that most of the participants in the current 
system think everything is fine. 

Ms. Spegele. I would like to clarify the position in case I mis- 
characterized it. I do not mean to be categorically coming out as an 
organization in opposition to a national health system. Nor do I 
mean to categorically endorsing a private sector government join- 
ing—I think what I am really saying is that we do not have the 
answers. And that is where we are back to the complexity. 

If there was a model out there that was working to everybody's 
satisfaction, you could look out and say that is something that 
some cf us could be endorsing. But as I alluded to before, I do not 
know that the American public, the U.S.A. public is, despite some 
of the surveys, are really willing to buy what the Canadian model 
is because of its implications for less care than is the expectation of 
Americons. 

And I think all I am really saying is, given what we know, the 
choices are not particularly appealing, and you work with what 
you— to say again what Mr. Holdt talked about, you work with 
what you have got. 

If what you know you have got is a Medicaid system that is not 
working very well, you come up with suggestions that are going to 
try to improve that. It is not to say t\at it is tlie best system, and 
that there is not something out there, but I think all the position 
that I am going to say about CBIA is that we have not seen it. 

And if one is going to be advocated that really is working could 
work, that may well open up possibilities for endorsement. But at 
the current time, I do not know that there is something. 
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Mr. Morrison. Well, our next panel is intended to give us at 
least some glimpses of some alternatives. I just would hope that 
you will hear this and take it back to your respective organizations: 
We do have a historical experience with the difference between 
need-based access programs versus universal social insurance ap- 
proaches in the contrast between AFDC and Social Security. 

It is quite clear that Social Security, a universal social insurance 
program to provide basic retirement, disability, and death insur- 
ance, has been funded at the rate of inflation since 1972 with broad 
public support. AFDC, which is a targeted, means-based system, is 
funded now at about % its 1972 level in real dollars. That ought to 
be instructive to people about what really happens in terms of un- 
derfunding or adequate funding of government programs. Broad- 
based social insurance has broad-based social support, and woe to 
the politician who attacked social security. But any time you want 
to find a lew bucks you do not have, just cut a few bucks out of the 
AFDC and everything will be fine. And that is your Medicaid prob- 
lem. 

In my humble opinion, we are going to have it until we get uni- 
versal health insurance, whether we buy it from the insurance 
companies or whether we buy it from the government directly. 

Thank you very much for your testimony. 

Our third panel is Theodore R. Marmor, Ph.D., Professor of 
Public Policy and Management, the School of Organization and 
Management at Yale University; Steven Wolfson, M.D., Chairman 
of the Health Systems Planning Committee, New Haven County 
Medical Association: and Leonard S. Krassner, M.D., President of 
the Connecticut Chapter of the American Academy of Pediatrics 
with office in Wallingford, to be accompanied by Elsa Stone, M.D. 
who is the Vice-President and Chairperson, Committee on Health 
Financing in the Connecticut Chapter of the American Academy of 
Pediatrics. 

I would like to thank all of you for joining us today. We look for- 
ward to your contributions to the hearing. Your written statements 
will be made part of the record in full, and we would ask you to 
summarize. 

Obviously, you have been here listening to what has been going 
on for some or all of the morning. Not only should you feel free, 
but you should feel specifically requested, since your panel is spe- 
cifically alternatives and responses, to pick up on the various testi- 
mony and questions and tell us how you would answer some of the 
questions yourselves. 

Professor Marmor, we will start with you. 

STATEMENT OF THEODORE R. MARMOR, PH.D., PROFESSOR OF 
PUBLIC POLICY AND MANAGEMENT, SCHOOL OF ORGANIZA- 
TION AND MANAGEMENT, YALE UNIVERSITY, NEW HAVEN. CT 

Dr. Marmor. Thank you for inviting me to come to speak to this 
panel. What you said in general about the preceding speakers espe- 
cially applies to what I want to say today. What I would like to do 
is talk about the way medical care arrangements are structured in 
Canada, try to address some of the myths that were repeated by 
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the panel before you this morning, and try to suggest realistically 
what it is we can learn from them. 

Canadians do not have an idealized or an ideal system. They just 
have a system on most measures which is better than ours. And it 
is very difficult to get clear about that in the light of the kinds of 
claims that are made about the differences between the Canadian 
and American population. 

So, I mean to go point by point through the main assertions I 
want to make, and assume that I can back them up in response to 
your questions. I want to be careful not to go over in the first 
round. 

I think the first thing to notice in thinking about Canadian cir- 
cumstances to our north is really a point you made, Congressman 
Morrison. And, that is, of all the countries in the world, Canada is 
the most similar to ours. !t is not identical to ours. Just nothing 
else is closer. So, if you are ever going to learn from any place, you 
are likely to be able to learn from there before other places. 

That leads me to draw a sharp distinction, for example, between 
comments made about foreign systems like Britain's or Sweden's as 
opposed to Canada's. That is, there may be some things true of all 
the foreign systems. And that would be worth noting because if it 
IS true of all of them, it is likely to be true of us too eventually. But 
I do not think it is helpful to selectively pick other countries for 
comparison because Canada is so similar. 

What do I mean by so similar? Well, for one thing, the world of 
Canadian medical care up through the mid-1970s was really practi- 
cally identical to that of the United States. Physician operating in 
the Canadian hospital in a city like Toronto wouW have faced the 
same technology, have faced the same arrangements that they 
would have faced if they were in Chicago. Likewise, Vancouver to 
Seattle. Manitoba to Minnesota. 

And if you ask what are the journals that they read? What kind 
of technology did they have available? What were their citizens ex- 
pecting m the way of medical care? How do they deal with their 
hospitals? Were the hospitals owned by the Province? No. They 
were private community hospitals rather like ours with lay boards 
of directors. How were doctors paid? They were paid fee-for-service 
the way our physicians are paid. Where did the money come from? 
Well, it used to come from private insurance of the Blue Cross/ 
Blue Shield kind, and then it came from the government. 

In other words, Canada came in the 1960s and 1970s to something 
that you might call "socialized health insurance". That is not the 
kind of something called "socialized medicine". That is point one. 

Point two, although the two countries are not identical at levels 
of economic growth and wealth and urban rural circumstances, 
anybody who has spent any time in Canada knows two things. 

First, its diversity. Geographically and socially it is comparable to 
that of the United States. The differences between Prince Edward 
Island and Ontario are as great as the differences between Maine 
and California. 

Secondly, they would know that Canadian society has a consider- 
able amount of decentralization, comparable to our states. That is, 
the province's do a great deal of the work of government in 
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Canada. There is no radical difference between the role of govern- 
ment overall, or the dispersion of the role of government. 

So, for all those reasons, since the time that Canada turned to a 
program of universal hospital and medical insurance. (As I said in 
the testimony, they came to it in two stages -in the late 1950s the 
hospitals, in the late 1960s the medical). By this tirae they came to an 
overall system step by step, but nonetheless complete, we came to a 
situation between the United States and Canada where we had 
something like a natural experiment to conduct. So, from 1971 to 1989, 
we have been conducting a grand qcasi-controlled experiment in 
the impact of different kinds of fundirg on relatively similar medi- 
cal care systems. In their case, for everybody in the population, in 
our case, for most people in the population through fragmentary fi- 
nancing and for some not at all. 

Now, let me just say a word or two about what the present cir- 
cumstances are, and then say what I think about the results of this 
experiment we have been conducting, and then the bearing of it on 
us. 

Where are Canadians now? What is the situation with respect to 
health insurance? At the moment every Canadian citizen is cov- 
ered for all basic necessary hospital and medical care expenses 
without co-insurance or deductibles. This is done through 10 pro- 
vincial plans in which the Federal government pays 40 percent of 
the amount in each province if the province administers a plan 
which is open to everybody, has no cost sharing at the point of use, 
covers all basic hospital and medical care, and is publicly adminis- 
tered. 

Those four conditions produced and justify the Federal compen- 
sation, and as you can imagine, there is no province that refuses 
those terms. So, that is the result. 

Think about it this way. Imagine 25 years ago a very comprehen- 
sive Blue Cross hospital plan combined with a very comprehensive 
i?lue Shield plan that had no first dollar deductibles or co-insur- 
ance. Imagine both of those things put together and run by a single 
unit and given to every citizen in every state in the United States. 
That is what you woula have. 

Those are the present facts about Canada. They spend in this 
scheme about SV2 percent of GNP— that is. about 3 percentage 
points of GNP less than we do~on health care. There are no finan- 
cial barriers to care. Everybody is covered at an expenditure which 
is about y4 less of their national wealth. 

I will turn to the statement about how they grow faster and 
therefore spend less at a later point. That is what they have been 
doing since 1972. 

What are the results of this experiment that ought to concern us 
most of all? Well, the first result I have already mentioned: they 
have managed to introduce comprehensive benefits and universal 
care at a significantly lower cost. 

Their funding scheme, while it came in with an expansion of eli- 
gibility, brought with it a reduction of their relative performance 
and expenditures to ours. 

Look at figure 2 of my testimony, Hospital and MD Expenditure 
as Share of GNP. I think it is useful. A picture does tell the story 
more effectively. As you can see from the post-war period, Canada 



ERLC i - 0 



.146 

and the United States spent about the same percentage of GNP on 
medical care. In fact, it is hard to tell which is Canada and which 
is the United States for those years. 

Notice that after 1971 there is a sharp divergence in the propor- 
tion of expenditure going to medical care. And the sharp diver- 
gence has Canada spending less and giving the most, and the 
United States spending more and giving the less. I can go on and 
talk about that later how that is accomplished. I just wanted to es- 
tablish the fact that it has been accomplished. 

The next result of the experiment is that in order to have done 
that—to have expanded insurance coverage at the same time they 
reduced the rate of increase in the share of GNP going to medical 
care-Canada had to bargain very hard with the providers of care, 
and that they did. 

The 3 percentage points of GNP that are different between 
Lanada and the United States are accounted for in the following 

r ^^^i i percentage point of that, about $40 billion is accounted 
tor by differences in administrative costs. Not costs of actually get- 
ting care. Not medical care. It is not the cost of getting to the medi- 
cal care. It IS the cost of moving the paper around within medical 
care. If you look at my figure 3, you will see that the gap in admin- 
istrative costs is just staggering between the United States and 
Canada. It is the fastest growiiig difference between the two. 
inT?^ W growing ever since the late 1950s and since the 

iy»Os is just staggering. In other words, one of the costs of the ex- 
plosion m cost shifting and managed care is that we spend a lot 
more money on maneuvering the dollars around and marketing 
those dollars. ^ 

The previous panel really illustrated for you the complexity they 
wanted to introduce into this system in order to get a handle on it. 
It IS precisely this complexity that produces those administrative 
expenses. 

Marketing the care, getting second and third opinions of the 
♦u^' J physicians call up nurses to check in order to do some- 
thing, deciding whether one is in one category or another category, 
making sure that patients go from this hospital to that hospital, 
having doctors worry about the coverage in this plan as opposed to 
that plan, deal with the disputes about whether it was right that 
you did X rather than Y. 

$40 billion, or so some estimate. If you say that as if vou knew 
that was the amount, you are a fool and should not be paid atten- 
tion to. But something on the order of that is agreed to. Nobody 
point o^GNp'' ^ ''^^"'^ expenditures, that 1 percentage 

Probably another percentage point of GNP has arisen in differ- 
ences between thr- Payments for physicians. Now, it is important to 
keep in mind that payments for physicians are the number of 
Items times the price of the items. 

Canada has restrained very sharply the prices of the items that 
medical care physicians provide. Very sharply. Since 1975 or there- 
abouts, the fees for medical care have been kept at or below the 
general rate of inflation. In other words, the fee schedules nave 
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been falling in real terms during the last 15 years. It is important 
to know. 

The reason I bring it up is that one of the prices, or one of the 
consequences, of the Canadian scheme is that they have had very 
bitter continuing struggles over what those fees ought to be. To the 
extent they have been successful in restraining tees, they would 
have to be successful so to speak in generating conflict. There is no 
way to have one without the other. 

National expenditures for medical care equal the incomes of pro- 
viders in the nation. That accounting identify is the key to social 
conflict in this area. 

What we do in the United States is disburse the conflict among 
citizens— sick people, doctors, patients, among all the parties. What 
happens in Canada is that the single payer is in sharp conflict with 
the providers over what they are going to be paid. 

Now, doctors in Canada have expanded the volume of services to 
some extent, partly to compensate for lower fees. But still the com- 
bination of both that expansion and the severe restraint has meant 
that the amount of money going to physicians in Canada versus 
the United States explains possibly a percentage point of GNP. 

And the other percentage point of GNP has to do with the way 
they budget and pay for hospitals. Every year in Canada, the pro- 
vincial minister of health and that staff negotiate with each hospi- 
tal. And they tell each hospital roughly speaking what the budget 
is going to be for the next year. 

Now, that budget is going to be increased each year typically by 
the amount of economic growth in the society. The reason that is 
the case is that the Federal grant is indexed to the GNP growth of 
Canada. That 40 percent comes, in other words, with a year-by-year 
increase. 

The province is going to have a hard time explaining to its citi- 
zens why it is not going to let its hospitals grow by the extent to 
which their country grows. But any dollars above that are argued 
like mad because the consequence for the province of spending any- 
thing more than last year's budget, plus the growth of the econo- 
my, means that you either have to increase taxes, or you have to 
lower the budget of other public programs in the province. 

The best orge.uized restrainers of medical care expenditures in 
Canada are other government departments who know that for each 
dollar spent beyond the expected increase in the medical care 
sector will come out of their high. 

I will try just very briefly to explain why this difference is. What 
meaning does it have for us? What are the familiar charges and 
counter charges about Canada? And I will try just to hit on those 
very briefly assuming that you want to press on more. 

First, is it t! b case that Canadian expectations for medical care 
are so low that it is possible to squeeze their budgets to 3 percent- 
age points of GNP below ours without having squealing from the 
Canadian population because they are so used to deferentially 
taking whatever is given to them? 

I thmk ^here is not one shred of evidence to support this claim, which 
was made in the prior panel. I do not know where it comes from. I 
will just give you an anecdotal illustration of it. 
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A woman in Ontario six weeks a^o tried to kill herself by swal- 
lowing a whole number of poisons m her house. She came to the 
realization of what the consequences were goins to be and rushed 
to the hospital in very bad shape. This is a real hospital with a rel- 
atively inexperienced resident on duty at the time. And he knew 
well enough that this patient ought to be getting to a tertiary care 
hospital. 

But he did not know, or he forgot what you should do in those 
circumstances. They have a code for getting a helicopter in a very 
short j)eriod of time to bring those patients to the proper hospital. 
Instead he started calling by telephone to the various hospitals. It 
took him about 12 or 13 tries before he found one that had a heli- 
copter and had an operating room ready. The patient died. 

The next day that case was on the front page of every Ontario 
paper. The Prime Minister of Ontario, David Peterson, had to go 
mto Parliament to explain why emergency care was not available. 
The Minister of Health, Eleanor Kaplan had to further explain, 
having investigated the case. A d the answer was that this physi- 
cian was not in a position, as he should have been, to have gotten 
the emergency code, and he had never faced anything like that be- 
cause for lesser emergencies there was a hospital 30 miles away 
that would have sent one right away. 

My point about that is, if the expectations were so low, you 
would never have that kind of response. Canadians expectations 
are really (juite comparable to ours. They can watch the same tele- 
vision movies. (In fact, there is worry about their pollution by our 
television). Their physicians are trained in comparable settings. 
The range of technology is there. It is just that it is used less. 

So, there is the charge of lower expectations. There would have 
to be lower expectations not only about the kind of medical care 
you would get, but in what order you would get it, or how much 
you would have to wait for it. So, that is one point. I do not think 
there is a shred of evidence to support that. 

Canadians are very sensitive to the quality of care that they re- 
ceive. They turn out to be very pleased on average with their medi- 
cal care. Medicare is the most popular single program in Canadian 
government. No Canadian government would dream of changing it. 

And, indeed, when the Free Trade Act was presented, there was 
a period, a very short period of time, when it was thought that 
American businesses would complain about Canadian Medicare as 
an unfair trade advantage since those firms did not have to pay 
high health care prices. 

And for a very short period of time, the presumption was that 
the Free Trade Act might force a change in uanadian medical care 
policy. There was a 15 point shift in the polls against the current 
government until Chief Justice Emmett Hall could get on televi- 
sion. He is the person who was the author of the Canadian Medi- 
care Act of 1964. He got on television and assured that he had con- 
sulted with the Prime Minister and that nothing like that would 
happen. So, that is point one. 

Point two. The lesson from Canada is that an enormous amount 
of the differences in our experience is explained not by differences 
in culture or attitudes toward medicine or what doctors and hospi- 
tals want to do, but it is explained simply by the fact that there is 
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a single pai,er in Canada who is politically constrained by other 
forces to be more sparing about the dollars that are spent. 

Multiple financing, fragmentary financing of medical care is verv 
expensive. And all uie OECD nations of the world come along with 
Canada in illustrating that point. It is not some myth. It is not 
some magic. It is that the consequences of continuing inflation in 
medical care are born in a more concentrated form in single sys- 
tems payer. 

Thirdly, I would say that the Canadian example for us is an il- 
lustration of the benefits of universalism as compared to categori- 
cal coverage. 

Not only is it the case that the universal scheme turns out to be 
popular, and politically popular, and therefore contributes in some 
sense to the political health of the country, but also it seems that 
universal coverage is the precondition for effective cost control. Be- 
cause were there not universal coverage, it would be poSvUble to 
shift costs backward to part of the fragments as is going on here in 
the United States, back to employees, back to patients in Medicaid, 
back to other actors from the federal to the state governments. 

There is no place to hide in Canada when you try to cost shift. If 
you try to cost shift in the form of increasing the payments by pa- 
tients, that means all patients are in the same boat. If you try to 
do so in the form of hidden charges above the fee schedule, so 
called extra billing, that too brings in the distinction between those 
who have extra money and those who do not. 

And that became an enormous controversy in Canada in 1983-1984 
when extra billing was increasing. And what the single pair did 
was a very simple device, a simple device which illustrates the 
point you were trying to make earlier, that while they are doing 
many things in medical care that turns out to be complex in prac- 
tice, thinking about how to finance it is not all that complex. 

What the Canadian government did in the wake of lots of extra 
billing that arose when they were constraining the fees was pro- 
pose a federal law which was passed unanimously that said that for 
every dollar spent on an extra bill in your province, the grant of 
the federal government to your provmoe will be reduced by a 
dollar. And that had the effect of providing the incentives for each 
province to do away with extra billing. 

So, let me just summarize and stop. 1 think the Canadian system 
of medical care and finance provides an important alternative 
model of where to go from our present m'serahle circumstances I 
think the claims of its transplantability have been bometimes exag- 
gerated as to how easy they are. But mostly they are exaggerated 
about how difficult they are. It is a similar system. 

Certainly they show that it is possible, conceivable to do in a 
system like our own. But I do not say that that means that it is 
easy to do. Every interest group being paid in America to provide 
health insurance, or to consult about health insurance, or to market 
health insurance provides an important incentive not to draw that 
lesson from Canada. We have very well-paid advocates who have every 
reason in the world to repard the Canadian example, however de- 
sirable in principle, as not doable in practice. And I would urge 
skepticism about that claim. 

[Prepared statement of Theodore R. Marmor, Ph.D., follows:) 
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Prepared Statement OF Theodore R.M ARMOR. Ph.D.. Professor OF Public Policy and 
Management. School of Organization and Management, Yale University, New 
Haven, CT 

I, Health Care Funding in Canada and the United States * An Inadvertent Natural 
Experiment on a Continental Scale 

A. Very similar societies , with common language, closely related cultural and 
geographic experience, and tightly linked economic and communications 
systems. 

B. Likewise very similar medical care "industries" • effectively identical 
technology and training programs. Medical care in both countries is 
predominantly provided by independent fee-for-service physicians, with 
admitting privileges at not-for-profit "voluntary" hospitals run by boards of 
trustees or municipalities. 

C. Radically different Dfoce ses of reimbursement for medical and hospital 
services, superimposed on similar delivery systems. Canada has not 
"socialized medicine" but "socialized insurance." 

D. An opportunity to study the impact of alternative modes of funding on the 
health care delivery system in a Q uasi-controlled environment . Permits us 
to draw inferences about what might have haopene^ . if different policy 
choices had been made at particular moments. It also expands che sense of 
the possible a.)d provides clues as to the likelv consequences cf sufleestcd 



Development of for-profit institutions and a more "competitive" 
environment in the U.S. has created more differences in the past 10 years. 
This divergence, however, is n^ore plausibly interpreted as a consequence of 
the differences in reimbursement systems in the two countries, rather than 
an external factor confounding their comparison. 



II. The Basic Facts: It is socialized insurance. socialized medicine. 
A. History 

1, By 1961 every province had a public program that reimbursed all 
"medically necessary" hospital services. Hospitals are reimbursed by 
direct budftetarv allocalion . rather than by fees for particular 
services. Individual patients are not charged for services. 

2, By 1971. the system of public coverrge had been expanded to cover 
physician services. In this case. phMicians are reimbursed by fee* 
for-scrvice but according to unifo rm fee schedules negotiated 
periodically between the pro>'jncial medical association and the 
provincial insurance r>rogram. The schedules differ across provinces. 
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D. Resulting avrangenienls 

All residents of Canada are Tully insured Tor all "medically necessary 
hospital and medical services* Access is universal and complete in the 
sense that there are no barriers to care. The anxiety and distress suffered 
by so many individual Americans as they contemplate the actual or 
potential impact of illness on their economic situation, has," as Bob Evans 
of Br >ish Columbia says, "no counterpart in Canada.* Moreover those 
managing or paying for the system do not have to cope with the problems 
and costs raised by the multiplicity of manuevers to pass costs onto 
someone else." p.7 [check quote] 

C. How are the costs borne? 

1. From provincial/general revenues technically. But the federal 
government"*in bloc grants that take the form of giving up (ax 
revenues federally collected-^contribute about 40% on average to the 
provincial coffers. That comes with key conditions: universality, 
comprehensiveness, portability, public administration, and dollar for 
dollar penalities for any billing above negotiated schedules. This 
.esults in quite similar programs across Canada, despite technical 
independence of provinces, but makes for a very big portion of 
provinical budgets (30% in Ontario, for example). 

2. Some provinces require payment of a premium, but premiums are 
not related to risk and no one can be refused treatment because of 
unpaid premiums. 

3. Cost-sharing: Greatly discouraged the 1984 Canada Medical Act. 
which authorized a dollar for dollar reduction of the federal grant. 

4. Patients in long-term care, primarily in general hospitals, are 
charged a • ..ily amount equal to 75% of basic pension. 



C. The difference between the Canadian and the American approaches to 
health care reimbursement, therefore, can be summarized as: 

1. Sole-source vci sus multiple'source fundina 

2. Universal versus categoricnl funding 

3. general tax revenue versus mixed source funding 

4. First dollar versus partial covcraRC 
(See attached chart.) 



III. Charge and Counter Charge: Canadian performance and the fears about cost 

A. Affordability: universality does not imply national bankruptcy. There is 
DO inevitable trade-off between accessibility and affordability. 

Canada now spends about 1/4 less of its national income on medical care 
than the United States, despite having had almost identical spending 
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pailcrns in the post war period up to 1971. Almost all the dirterence is in 
medical and hospital care^ since dentistry, out-of-hospital drugs, :ind public 
health not in the Medicare budget are rising at rates comparable to those 
in the United States. (See Figures 1 and 2.) 

B. What explains the rrcat cost differences between Canada and the United 
Slates? 

1. Most obvious difference: the overhead costs of administering the 
reimbursement process itself. The multiplicity of different insuring 
agencies in the United States generates three kinds of costs: 

The outlays on 'costs of prepayment and administration": basically 
the difference between premiums paid in and benefits paid out. 

The administrative costs included in the budgets of hospitals, 
medical practices, and other institutions, which are required to 
establish the eligibility of patients^ and to deal with the claims 
requirements of insurers. 

The monetary and nonmonetary costs of compliance with insurer 
requirements which are imposed on vie insured. 

a. The first category-prepayment costs identified and reported in the 
expenditure data-are about five or six times as high in the United 
States as in Canada, and are rising rapidly. (See Figure 3.) The 
differential costs of administerina the payment process , as opposed 
to paying for care, account for about one*half of one percent of 
GNP. 

b. In addition to these reported costs, the administrative costs included 
in the budgets of hospitals and the overheads of physicians* offices-- 
thus included in total health expenditures, but not separately 
identificd--are recognized by administrators as very large. They 
have been roughly estimated as perhaps another one-half percent of 
GNP. 

c. The extra costs of administering the U.S. insurance process amounts 
to close to a full percent of GNP, or about $40 billion. In addition 
to these costs, the multiple-source system impose^, significant but 
unquantified costs of organization, compliance, and sometimes 
negotiati on on patients and others, which are not counted in the 
overall expenditure statistics. The comparison shews that a 
multiple-so u rce reimbursement system is a great deal m ore expensive 
to operate t han a sole-source oublic system , and that at least up to 
now, efforts in the U.S. to create a more "competitive" system, or 
"managed" care, have added substantially to these overhead costs. 

2. The second major component of the cost differential between the two 
systems is the difference in trends in physicians* fees . 

a. In the United States, physicians* fees have consistently risen faster 
than general rices ever since World War II. In Canada, this was 
also true priot to the introduction of the public insurance plans. 
After 197), however, physicians* fees in Canada fell sharply in real 
terms. Since 1976 they have mote or less kept pace with the general 
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inflation level. Thus another conclusion Tf^m the comparative 
experience is that uniform^ ncMtiations. and binding fee schedules 
can siynificantlv reduce t he rate of escalation of physicians* fees. 

b. Despite evidence from Canada that physicians do change their 
billing patterns to offset the effects of limits on the escalation of 
their fees, overall costs still rise less rapidly under fee negotiation. 

c. The negotiation of fees is not a onetime process, but is more like 
labor«management negotiations, an on-going game between parties 
with strong opposed interests and the ability to respond to each 
other's tactical maneuvers. 

The third major area in which Canadian and United States experience 
differs is in hospital budgeting. Costs per patient day have been rising 
steadily in both countries, but after adjustment for increases in hospital 
input costs, the "intensity of servicing"-the procedural content and expense 
of hospital care-has risen faster in the United States. But this difference 
in hospital servicing patterns is difficult to interpret, for two reasons: 

a. First, as noted, are the differences in administrative costs. Outlays 
on patient care are much less different. We do nut know if the 
extra costs of non*care activities are also growing more rapidly in 
the United States, although the increased emphasis on "managed" 
care, "competition," and marketing in the U.S. would certainly 
suggest that such increases are responsible for part of the difference 
in intensity of care. 

b. Second, overall utilization of hospitals in Canada has been rising, 
while that in the U.S. has been falling. But the difference is 
accounted for by increased numbers of very elderly patients 
occupying beds in long-term care units of Canadian hospitals, in 
many cases until death. In the U.S., such patients would be in 
nursing homes. Use of genuine acute care beds by acute care 
patients in Canadian hospitals is actually falling. If one were able 
to isolate the pattern of servicing received by only the genuine 
acute care patients in Canada, it is quite possible that this would be 
rising as fast as in the U.S. Because Canada's present accounting 
systems combine acute and long-term care, the answer is simply not 
available. 

c. The funding system in Canada does limit the rumbers of specific 
pieces of expensive 'high tech" equipment in hospitals, encouraging 
regionalization and sharing rather than inter-hospital competition. 
Moreover, such equipment seems anecdotally to be more intensively 
used, as are hospitals themselves. Occupancy rates in Canada run, 
on average, between 80% and 85%, with 95% typical of large 
metropolitan hospitals. 

Finally, we know that prospective global budgeting combined with 
direct restrictions on capital spending has, in fact, led to less rapid 
escalation of hospital costs in Canada. 



154 



IV. Implications for the United States. 

A. A Canadian-type health insurance systen; would remove the need to 

categorize our citizens irto groups like "families" or "children" or "elderly" 
or "poor." 



Universal coverage, with a single pavor. has made health care affordab)<» . 
But not every form of universality reins in costs. Universal access , 
through the current uncont oiled multi-party, multi*payor system, as 
opposed to universal cov?r :tg^ with one payor, would almost certainly add 
to Amer;ca*s health care costs. (That is presumably the reason why the 
AMA continues to espouse universal access, not universal insurance.) 

The payment systems of Canada and Western Europe are controversial 
precisely because they work; they are a lightning rod for professional 
dissatisfaction. 

It would be quite wrong to conclude, as the American media tend to do, 
that every system has its problems and therefore are all in the same boat.. 
While ail struggle with the same problems, some struggle more successfully 
than others. Moreover, the costs are borne differently: "In Canada," writes 
one wit, "payors and providers fight, patients are in the audience. In the 
US, the patient is down in the ring and the contest appears much less 
equal." 
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Chart 1 



Ifeallli Care Reimburie«eat 
Caaadiaa verm AnerUaa lleaUh Care Syileni 



SoU-iOHrct fMidlif 

Provinces are virtually only 
reimbursers for hospital and 
medical care. 



United Slates 

Multlplt-iOHret funding 

Funds come from many sources 
and through many channels. No 
one agency has both fiscal 
responsibility for and 
administrative authority over 
total health care outlays within a 
single geographic jusridiction. 



2. Universal Coverage 

All residents in every province 
and territory covered; portability 
assured. 



Categorical Coverage 

Coverage depends on many 
aspects of status or behavior, such 
as present or past employment, 
payment of premiums, age, income 
level, or residence. 



3. Funds Fron General Tax Reveanes 

Burden of paying for health care 
is distributed in proportion to the 
overall tax system, and is an 
equitable or inequitable as that 
system. 



First Dollar Coverage 

Full cost of care paid directly to 
provider, so that patient qm 
patient (as opposed to patient qua 
taxpayer) is not financially 
involved. 



Mixed-Source Fnndlng 

Part of burden from general 
taxation; part (about 1/3) from 
the sick who pay for their own 
care; part by private insurance 
paid for by premiums that are 
more or less related to risk of 
illness. 

Partial Coverage 

Some American public programs 
pay provider directly, some 
reimburse patient who pays the 
provider; in either case the 
patient may be required to pay a 
significant share of the bill. 
Private insurance arrangements 
likewise offer a range from 
HMOs with DO direct financial 
involvement of the patinet to 
partial reimbursement of the 
patient for money paid to the 
provider. 
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FIGURE 1 

Total Health Expenditure as Share of GNP 
Canada 8i U.S., 1948 - 87 
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FIGURE 2 

Hospital and MD Expenditure as Share of GNP 
Canada & U.S., 1948 - 87 
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FIGURE 3 

Costs of Insuraroe and Administration 
as Share of GNP 
Canada & U.S., 1960 - 87 
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Mr. Morrison. Thank you. 
Dr. Wolfson. 

STATEMENT OF STEVEN WOLFSON, M.D., CHAIRMAN, HEALTH 
SYSTEMS PLANNING COMMITTEE, NEW HAVEN COUNTY MEDI- 
CAL ASSOCIATION, HAMDEN, CT 

Dr. Wolfson. Mr. Morrison, Mr. Evans, I appreciate and wel- 
come this opportunity to appear before you. I am here today to 
speak to you as a physician looking to try to provide care to my 
patients in an era of limited resources, increasing statutory control, 
and bureaucratic regulations. And I have also had the mixed bless- 
ing of being a patient and of having members of my family ill as 
well, which has taught me much about the other side of this rela- 
tionship. 

In addition, I have chaired the New Haven County Medical Asso- 
ciation's Health Systems Planning Committee, which has included 
the discussions of the group of physicians broadly representative of 
the medical community in tha third Congressional district, who 
have been meeting with Congressman Bruce Morrison to explore 
the problems and the opportunities of the American health care 
system in this turbulent era. We began three years ago with a gen- 
eral review, and then discussed specific problems faced by health 
care providers, health care payers, our elected representatives, and 
most importantly, patients. 

General agreement was reached in a number of areas. 

Firstly, that the American profession and the American delivery 
system have experienced an extraordinary growth in their ability 
to treat or cure many major diseases, and to palliate or modify 
many others. 

While doing so, our health care system has become unique in of- 
fering state of the art technology to a large number of people, cou- 
pled with flexibility, free choice, and an improving degree of pa- 
tient's involvement and consent. 

Unfortunately, we are also virtually unique among the developed 
countries of the world in providing no insurance to millions, incom- 
plete insurance to millions more, and in imposing significant bu- 
reaucratic delay and administrative expense upon the delivery of 
health care. 

Lastly, we grappled with the issue which seems to have dominat- 
ed the public debate almost to the exclusion of all else; namely, the 
increasmg cost of health care. 

As we tried to address these problems, it became obvious to us 
that these conflicts could only be resolved by a system of universal 
health care insurance, which attempts to preserve the favorable as- 
pects of medical care in this country. 

Our unavoidable conclusion led us to develop a list of goals for 
such a universal health care insurance system. In broad outline 
theso are: 

1. Equal access for all persons; 

2. Secure funding that is defended from the annual uncertainty 
of budget making; 

o. Freedom of choice for both patients and physicians in directing 
the health care of individual patients; and 
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4. Professional direction of patient care decisions subject to 
review by peers. 

The complete listing of the Medical Advisory Committee's goals 
are included with the printed copies of my oral remarks, which I 
believe you have already received. The goals were sent to numer- 
ous persons, groups, and organizations throughout this state. We 
solicited proposals from all for a system of health care insurance 
which would meet these goals. 

Among those we contacted were the m^or components of the in- 
surance industry, labor unions, consumer action groups, and busi- 
ness and industry coalitions within the state of Connecticut. The 
responses we received were frankly not helpful. Few of the re- 
spondents had chosen to look beyond their own immediate con- 
cerns, although most have been complaining bitterly about the 
rising cost of doing business as usual because of the expense of 
medical care. 

Therefore, we have embarked upon an independent study of uni- 
versal health care insurance systems which have been proposed in 
both the public and medical literature. 

None of the systems we have examined so far is ideal. Some pro- 
pose the imposition of a two tiered system. One tier for those with 
financial resources, and one tier for those without. Those who are 
insured would continue to be covered by welter of conflicting and 
duplicative insurance entities whose structure guarantees that in- 
surance costs will continue to pose a m^or burden for our society. 

Thursday's New York Times on the first page of the business sec- 
tion contained an article appropriately entitled, ''Volleyball on 
Health Care Costs", and dealt with the fact that the government 
and private industry are "scrambling to make each other pay bil- 
lions of dollars in medical bills for the elderly and the working 
poor." 

In other proposals, the uninsured would be assigned to an inde- 
pendent benefit system. Medicaid, which has been receiving less 
and less support from our society. Even more inappropriately, pro- 
posals have been made to offer, to basically sell Medicaid as cover- 
age for underinsured people, those with some, though limited re- 
sources. 

Why would one buy an insurance policy that has historically 
been underfunded? Discussion of the fate of Medicaid, of the cata- 
strophic insurance bill, and of Massachusetts' program for its unin- 
sured suggested to us a pattern. Americans have only given consist- 
ent and firm support to programs that benefit us 9^. Only grudg 
ing support has been given to programs directed at limited seg- 
ments of our nation. It therefore, is evident that it would take a 
universal system to receive wide spread and consistent support. 

Other proposals we have reviewed envisioned a universal system 
of health care insurance, but they have not addressed issues of 
secure funding for v^overed health care needs. Funding for the med- 
ical care of the nation would be left to the annual uncertainty of 
budgeting and legislative negotiations. The recent debacle which 
occurred with the national catastrophic health care insurance leg- 
islation, and the inability or unwillingness of the Commonwealth of 
Massachusetts to fund its commitment to its own universal health 
care insurance system are example^ of the worst sort. 
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To meet the health care needs of the American people reliably, 
stable funding on a long term basis is necessary to maintain appro- 
priate levels of research and development, technology assessment, 
and the 3ntire infrastructure of health care. A universal health in- 
surance system ought not to lead us to expect second rate health 
care. 

One of the areas that was covered in an earlier panel, for exam- 
nle, dealt with New York state. New York state is a heavily regu- 
lated state with major controls on expenditures. That has produced 
within the last five years a health care crisis in New York City 
that has resulted in incredible distress for everyone who has to un- 
dertake emergency care in the emergency rooms of the hospitals of 
the city of New York. 

One inescapable conclusion we have reached, and one which 
most, if not all, advocates of the universal health care insurance 
system have either avoided or ignored, is the fact that implementa- 
tion of a universal system will require greater axpense. 31 million 
persons in the United States are uncovered by health care insur- 
ance. Their medical needs will have to be met. 

In addition, converting from the current health care insurance 
system to a universal system would be a massive undertaking, 
which itself would be costly. Kence, a realistic approach should an- 
ticipate, at least for the short run, increased expenses. It is in the 
long term that we wo ild expect to reduce the rate of increase in 
costs, and to provide for rational growth in the health care system. 
Events may have provided the means for this investment. 

As the New York Times pointed out yesterday in its editorial 
column. ''We need now to begin considering the allocation of the 
piece dividend which may follow the thawing of the cold war." 

As was the case in Canada where universal health care insur- 
ance systems began on the provincial level twenty years ago, we 
can expect that the impetus for a national system may begin at the 
state level, a process which, in fact, has already begun. 

In each state, a difficult political process will precede a decision 
to enact a universal healthcare insurance system. Once this deci- 
sion is made, the actual implementation, itself, will take time if it 
is to be done well and responsibly. 

We believe that the puWic debate should recognize from the be- 
ginning that systems in other countries will not necessarily work 
well in the United States. Budgetary planning in Canada, for ex- 
ample, has included the considerations that patients can be sent to 
the United States for treatment which requires state of the art 
technology or major capital expenditure. We have no other such 
neighbor to whom we can send our patients. 

However, that America needs an American system should not 
deter us from examining others and from learning from their suc- 
cesses and failures. In this regard, our search for a unified Ameri- 
can approach is continuing. 

In conclusion, it is inevitable that major surgery for the United 
States health care insurance system will be considered. We consid- 
er that it is the physician's responsibility to participate actively in 
this process. It is our hope that the agenda for these discussions 
will not relate solely to bottom line budgetary issues. 
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If we simply cut funds from the health care budget, patients will 
suffer. We must address the need for equal access for all to an es- 
sential service. While doing so, we would hope to have more free- 
dom for patients to choose the physician and the treatment most 
suited to their needs; more time for physicians to listen to patients; 
more efficient responses to changes in technology; and more digni- 
ty and humanity in the relationship between doctor and a patient. 

[Prepared statement of Steven Wolfson, M.D. follows:] 
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Prepared Statement of Steven Wolfson, M.Lp., Chairman, Health Systems 
Planning Committee, New Haven County Medical Association. Hamden. CT 

Mr, Chairman and members of the Select Committee on 
Children, Youth, and Families, I appreciate and welcome this 
opportunity to appear before you, i am here today to speak to 
you as a physician who works to provide care to my patients in an 
era of limited resources, increasing statutory control and 
bureaucra+-^c regulations, I've also had the mixed blessing of 
being a patient and of having members of my family ill, as well, 
which has taught me much about the other side of this 
relationship. 

In addition, I've chaired the Mew Haven County Medical 
A8Sociat-.on»s Health Systems Planning Committee which has 
included the discussions of a group of physicians, broadly 
representative of the medical community in the 3rd Congressional 
District, who have been meeting with Congressman Bruce Morrison 
to explore the problems and opportunities of the American 
healthcare system in this turbulent era. We began with a general 
review, and then discussed specific problems faced by healthcare 
providers, healthcare payors, our elected representatives, and 
most importantly patients. 

General agreement was reached that: 

1) the medical profession and the American healthcare 
delive.-y system have experienced an extraordinary 
growth in their ability to treat or cure many major 
diseases and to palliate or modify many others; 

2) while doing so, our healthcare system has become unique 
in offering state-of-the-art technology to a large 
number of people, coupled with flexibility, free 
:jhuice, and an improving degree of patients* 
involvement and consent; 

3) unfortunately, we are also virtually unique among the 
developed countries of the world in providing no 
insurance to millions, incomplete insurance to 
millions more, and in imposing significant bureaucratic 
delay and administrative expense upon the delivery of 
healthcare; 

4) last, we grappled with the issue which seems to have 
dominated the public debate, namely tho increasing cost 
of healthcare. 

As we tried to address the problems, it became obvious to 
us that these conflicts could only be resolved by a system of 
universal healthcare insurance which preserves the favorable 
aspects of medical care in this country. 
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Our unavoidable conclusion led us to develop a list of goals 
for such a universal healthcare insurance system. in broad 
outline; these are: 

1) equal access for all persons; 

2) secure funding that is defended from the annual 
uncertainty of budget-making; 

3) freedom of choice for both patients and physicians in 
directing the care of individual patients; 

4) professional direction of patient care decisions, 
subject to review by peers* 

The complete listing of the Medical Advisory Committee <s 
goals are included with the printed copies of my ral remarks 
which I believe you have already received. The goals were sent 
to numerous persons, groups, and organizations throughout the 
state. Wf solicited proposals from all for a system of 
healthcare insurance which would meet the goals. Among those we 
contacted were the major components of the insurance industry, 
labor unions, consumer action groups, and business and industry 
coalitions within the state of Connecticut. The responses we 
received were not helpful. Few of the respondents had chosen to 
look beyond their own immediate concerns, although most have been 
complaining bitterly about the rising cost of doing "business as 
usual" because of the expense of medical care. Therefore, we 
have embarked upon an independent study of u. *versal healthcare 
insurance systems which have been proposed in l^th the public and 
medical literature. 

None of the systems we have examined so far is ideal. Some 
propose the imposition of a two-tiered system, one tier for those 
with financial resources and one tier for those without. Those 
who are insured would continue to be covered by a weltei of 
conflicting and duplicative insurance entities whose structure 
guarantees that administrative costs will continue to pose a 
major burden. In other proposals, the uninsured would be 
assigned to an independent benefits system — Medicaid — which 
has been receiving less and less support from our society. Even 
more inappropriately, proposals have been made to offer Medicaid 
as a coverage for under-insured people with some, though limited, 
resources. Why would one buy an insurance policy that has 
historically been under-funded? Discussion of the fate of 
Medicaid, of the catastrophic insurance bill, and of the 
Massachusetts program for the uninsured suggested to us a 
pattern. Americans have only given consistent and firm support 
to programs that benefit us all. Only grudging support has been 
given to programs directed at limited segments of our nation. 
It, therefore, is evident that it would take a universal system 
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to receive widespread and consistent Bupport. 

Other proposals we have reviewed envisioned a uniform 
universal system of healthcare insurance^ but they have n(?t 
addressed issues of secure funding for covered healthcare needs. 
Funding for the medicnl care of the nation would be left to the 
annual uncertainty of budgeting and legislative negotiations. 
The recent debacle which occurred with the national catastrophic 
healthcare insurance legislation and the Commonwealth of 
Maseachuriel-ts' inability and/or UiWillingness to fund its 
commitment wO its own universal healthcare insurance system, are 
examples of the worst sort. To meet the healthcare needs of the 
American people reliably^ stable funding on a long-term basis is 
necessary to maintain appropriate levels of research and 
development, technology assessment, and the entire 
infrastructure of healthcare. A universal healthcare insurance 
system ought not to lead us to expect second-rate healthcare. 

One inescapable conclusion we have reached and one which 
most, if not all, advocates of a universal healthcare insurance 
system have either avoided or ignored is that the implementation 
of such a system will require greater expense. Thirty-one 
million persons in the united States are uncovered by healthcare 
insurance. Their medical needs will have to be met. in 
addition, converting from the current healthcare insurance system 
to a universal system would be a massive undertaking, which, 
itself, would be costly. Hence, a realistic approach should 
anticipate increased expenses. it is in the long-term that we 
would expect to reduce the rate of increase in costs and to 
provide for rational growth in the healthcare system. 

Realistically, we should understand that the decision to 
implement l universal healthcare insurance system and then its 
actual implementation will not take place overnight. As was the 
case in Canada, where universal healthcare insurance systems 
began on the provincial level, we can expect that the impetus for 
a natiional system will begin at the state level, a process which, 
in fact, has already started. In each state, a difficult 
political process will precede a decision to enact a universal 
healthcare insurance system. once this decision is made, the 
actual implementation, itself, will take time if it is to be done 
well and responsibly. 

We believe that the public debate should recognize from the 
beginning that systems in other countries will not necessarily 
work well in the United states. Budgetary planning in Canada, 
for example, has included th«sa consideration that patients can be 
sent to the United States for treatment which requires state-of~ 
the-art technology or major capital expenditure. However, that 
America needs an American system should not deter us from 
examining oljhers and from learning from their successes and 
failures. in this regard, our search for a unified American 
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approach Is continuing. 

In conclusion, it is inevitable that "major surgery" for the 
United states' healthcare insurance system will be considered. 
We reel that it is our responsibility to participate actively in 
this process. It is our hope that the agenda for these 
discussions will not simply relate to bottom-line, budgetary 
issues. If we simply cut funds from the healthcare budget, 
P^tl^^ntg wilX,^^tg?y> we must address the need for equal access 
for all to an essential service. while doing so, we would hope 
to have freedom for patients to choose the physician and the 

treatment most suited to their needs; more time for physicians to 
listen to patients; i^gxQ efficient responses to changes in 
technology and Bio£g dignity and humanity in the relationship 
between doctor and patient. ^ 



Respectfully submitted: 

Steven Wolf son, M.D. 
Chairman 

Health systems Planning Committee 
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GOALS . s , 

FOR A 

UNIVERSAL HEALTHCARE INSURANCE SYSTEM 



PR SAMBLE 

Beginning in March of 1986, Congressman Morrison and a broad 
representation of physicians initiated a series of discussions of our 
healthcare system. We reviewed the American system, other forms of 
voluntary healthcare delivery and payment, and found a number of 
problems: 

1) Many patients in this affluent country have no healthcare 
insurance and many receive inadequate healthcare, 

2) Healthcare insurance modalities have multiplied with 
resu.l*"^nt loss in efficiency, increased administrative cost, and 
rampant confusion for healthcare users and providers. 

3) Both patients and physicians seem to be losing control over 
the delivery and receipt of healthcare* 

We studied the concept of a universal healthcare insurance 
sy em. We have developed what we feel to be an appropriate set of 
' oals for such a system. V/e propose to solicit plans for mechanisms 
to achieve these goals* 



A, Access ; 

. 1, The system should provide that individuals, regardless of 
income, have equal access to quality healthcare. 

2. The system should provide incentives to promote equal 
access and to improve the healthcare si'stem. 



B« Funding — 

!• The system should provide a level of funding adequate to 
ensure (a) equal access to healthcare services for all 
individuals (b) reasonable levels of medical research and 
development activity, (c) education of healthcare personnel, 
and (d) appropriate maintenance of the healthcare 
infrastructure. Fund ing pr iorities ishould be based upon 
actuarial estimates of needs* « 

2. The system should be funded through public' and private 
sources (including e.-nployers) , and, to assure that the expense 
of healthcare services is borne fairly, the cost to 
subscribers should be based upon an individual's abilihyfo 
pay. The tax system would be used to determine an 
^ individi^al's ability to pay and to assess appropriate funding 
^ f rom subscribers, * •. . . , 
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C. structure-- 

1. The system should replace the current employer-based group 
insurance system with a subscriber-based system in which all 
individuals would be required to participate. 

2. The system should have its policy-making decisions 
formulated by an independent, trust-like entity. It would 
include representation from the government, the public, and 
the healthcare se^^tors/ 

3. The system should be administered by the private sector, 
which would be allocated a percentage of the premium collected 
for the purpose of encouraging efficiency and assuring that as 
much of the premium collected a? possible would, in fact, be 
used for funding the healthcare delivery system. The 
insurance function (risk) might be discharged by the 
government or by the private sector under government 
guidelines. 



D. Quality of Care and Proper Utilization 

1. The system should promote quality of care, with adequate 
means to minimize and control abuses. 

2« The system should assure that decisons affecting quality 
of care are made by those trained to make such decisions 
subject to review by peers. 

3. The system should provide adf^quate incentives to ensure 
that healthcare professionals are motivated to strive for 

' excellence and efficiency. 

4. The system should be structured to foster the 
physician-patient relationship. This would include as a 
priority a reasonable degree of individual patient choice of 
his/her physician and of alternative treatment modalities. 
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Supplement 

Mr. Chairman anU members of the Select Committee on children, 
youth, and Families, i am submitting the following as a written 
supplement to my oral testimony at the December u, 1989 field hearing 
of the Committee. in my oral presentation, I based my comments upon a 
shared assumption that the current healthcare system is inadequate and 
must be replaced by a more rational structure, My hope, here, is to 
furnish an underpinning for the assumption 1 made and to give, as well, 
some factual context for any discussion about adequately insuring the 
American people »s healthcare needs. 

The current population of the United States stands at 
243,915,000.1 Approximately 214 million persons are under the age of 
sixty-five. 2 Almost 30 million are at or over the age of sixty-five. 
Of the 214 million persons under the age of sixty-five, thirty-one 
million are uninsured, which represents about 14,5 percent of this 
category and about 12. 7 percent of our entire population. 

When the Employee Benefit Research Institute had estimated the 
number of uninsured at 37 million, it placed the percentage of children 
under the age of eighteen who were affected at thirty-three percent of 
the uninsured and those persons earning under $19,999 annually at 
sixty-three percent (see Exhibit i, attached). Using the revised 
estimate of thirty-one million, these p.^rcentages equal 10,230,000 
children and 19,530,000 persons earning les«^ than $20,000.00 per year. 
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However astonishing these numbers are, we cannot even begin to 
gueaa how many more Americans are iindfi£insured for their healthcare 
needs. There is no question in my own mind but that these numbers, by 
themselves, indict the current structure under which healthcare 
insurance Is provided, 

For those who purchase or receive healthcare insurance coverage, 
the expense is increasing, making it more and more difficult for them 
and/or their employers to afford. An article from The New York Tines* 
June 29, 1989 issue, "Debating Canadian Health 'Model"* (see Exhibit 2, 
attached), reported that " (e) xecutives at the Ford Motor Company are 
dismayed that the auto maker is spending the equivalent of $311 a 
vehicle for healthcare for its employees, while in Canada, a half-hour 
drive from Ford's headquarters in Michigan, the cost is $49.80." There 
is little wonder that American employers ♦rying to compete in what has 
become a world market find it difficult to support healthcare expenses 
when those expenses are more than six times greater in this country. 
Nor is it any wonder that employers in growing numbers have instituted 
cost-aharing health insurance plans. 

Expendit^*res for medical care in the United States are projected 
to rise to twelve percent of our GNP (gross national product) during 
1990. The percentage of GNP spent on healthcare has grown steadily 
since 1965, when it accounted for 5.9 percent of GNP.^ 

From my extensive reading about the subject, it does not appear to 
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M tlmt w hwm bMn abl^i to tetmlM im«th«r any p«rc«nt«9« of th« 
GHP mpmnt on hoaXthcaro it a right aaount or a wrong awunt. Ka juat 
don't know. Howavar, tha laat dacada haa drivan hona the point that 
our national raaouroa« ara not infinita. 

.This conclusion imposes upon all of us at least two significant 
responsibilities: 

?• 

a First, we must be sure that the money we expend is spent 
wisely. As a society, we must, therefore, come to grips with 
difficult moral choices, such as whether we are better off 
putting »x» number of dollars into kidney dialysis or would 
those dollars better be spent on prenatal care, on nutrition, 
on defense, on housing, or on environmental control. 
Frankly, setting med.^.cal priorities poses terrible and 
difficult decisions that cannot be made by an individual 
patient or an individual physician. You might remember, for 
example, a survey of persons who had experienced a life- 
threatening medical problem and been placed in intensive 
care. They were asked if they would again undergo that 
physical and financial ordeal if they knew that they would 
only live for an additional month, seventy percent said they 
would. 4 The will to ijve is an Incredible thing. According 
to a February 6, 1989 Buainoas Week article, "High-Tech 
Health Care? New Medical Technologies Can Save Lives At A 
Price" (see Exhibit 3, attached), "... each of ua racks up 
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85% of our health care e)epenBeB in the last two years of 
life,« 

• Our second responsibility, I would suggest, is to decide as a 
natter of policy whether our healthcare resources should be 
rationed by xnaking complete medical care available to only 
those who can afford ^t. In xny opinion, a market allocation 
of limited healthcare resources is immoral, we are now doing 
this. Thd State of Oregon, for example, decided that $2,3 
million of its Medicaid budget being spent upon heart, liver, 
bone-*marrow and pancreas transplants would provide hundreds 
of needy pregnant women with prenatal care. This 
reallocation would help to avoid medical expenses for 
severely premature births and other birth anomalies.^ This 
debate, though, confined as it was to Medicaid recipients, 
meant that a small segment of our society was restricted to 
receiving either transplants or prenatal cai.e, but not both. 
It is my belief that the American people will only support a 
system of self-disciplined rationing if it is equitable, if 
it applies equally to everyone, regardless of income. 

We have also in place now a healthcare system in which a 
multiplicity of insurers are competing to attract insureds, at least in 
part by the benefits they offer. This makes it difficult, perhaps even 
impossible, to enforce a discipline upon what benefits are provided. 
In a study puiolished during 1986, Himmelstein and Woolhandler studied 
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healthcare expenses for 1983, concluding that a universal healthcare 
insurance system could save $21,4 billion in administrative costs. ^ 
Evans and Loraas, in an article three years later, referred to the 
earlier piece, stating that "(t)his would be 6 percent of coU^l 
healthcare costs, or 0,63 percent of the GNP in 1983 — leading to the 
Starcllncr conclusiQii that the costs of runn ing the American p ayment 
system itself^ Independent of t he costs of patient care, mav account 
for more than hal f the difference in cost between the Canadian and the 
U.S> systems" (underlining added). More recent estimates have 
projected saving as much as $150 billion, which amounts to twenty-five 
percent of the $600 billion or so we are currently spending on 
healthcare, I think there can be little argument about the fact that 
as much as possible of the healthcare dollar should be spent on 
met* c<il care, not paperwork. It is estimated that Canada spends only 
$21 pej. r'qrson (in Canadian dollars) for administration, while the 
Unite'*, Stated spends $95 per person (in American dollars),® 

The indictment of our current system, i,e,, statistically 
incomplete access, extends to administrative inefficiency, but also 
includes confusing and duplicative coverage for those w^o fully 
participate in insured healthcare. Cost has been a growing impadiment 
to access to medical care, confusion about how the healthcare system 
operates is running a very close a*>cond. Again, the multiplicity of 
insurance coverages that exist, the variations they present in their 
covered benefits, and th? array of requirements each has for the 
ultimate payment of a claim for medical services is bewildering. It 
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used :o be that the bewilderment was noBtly that of the insureds the 
patients, I confess to you that providers, today, are almost as 
bewildered as their patients. 

In Connecticut, during the last fifteen years, I have watched the 
establishment of at least eleven HMOs (health maintenance 
organizations) • They are; 

1* Constitution Health Hetwork 

2. Healthcare, Inc. 

3. M.D. Health Plan, Inc. 

4. Liberty Health Plans, Inc. 

5. Physicians Health Services 

6. CIGHA Health Plan of Connecticut, Inc. 

7. Kaiser Permanente of Connecticut 

8. Community Health Care Plan 

9. U.S. Healthcare 

10. Partners Health Plan of Southern New England 

11. Suburban Health Plan, Inc. 

Ot these, two have become insolvent, although one — Healthcare, 
Inc. — - was salvaged by Blue Cross ft Blue Shield of Connecticut, Inc. 
In addition, several PPOs (preferred provider organizationo) have been 
established and I am <ware of several more on the drawing boards. This 
is in addition to the numerois traditional indemnity insurers that do 
business here, as well as Medicare, Medicaid, and Workers* 
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Compensation. Many of these Insurers offer more than one plan, and 
each has Its own benefit permutations and plan requirements. 

one of the more articulate statements on this subject appeared in 
the August 31, 1989 issue of the New England Journal of Medicine. 
Titled "Health Care Rationing Through Inconveniences: The Third 
Party's secret Weapon** (see Exhibit A, attached), the piece describes 
better than I can the overlay of bureaucracy and red tape that has 
engulfed our healthcare system. Anyone trying to understand how 
Impossible the system is becoming should read this article. 

Albeit for different reasons, it is evident that healthcare 
providers, payors (whether government, employers, or individuals) , and 
patients are, in increasing numbers, reaching the conclusion that the 
healthcare system we now have is unworkable and growing more so daily. 
Only third-party payors appear to be consistently supporting a 'more- 
of-the-same* approach. 

The alternative to our system of financing medical care most often 
cited as being desirable is the Canadian model. Because Canada as a 
society most closely resembles our own, it does appear to have much to 
recommend it. The fact that it is a system of social insurance, but 
not socialized medicine, is particularly appealing fror. my point of 
view as a provider. 

Nonetheless, chere are differences between the societies of Canada 
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and the United States, and a rational system of healthcare insurance in 
our country should be designed to account for them. Moreover, Canada's 
system of healthcare insurance evclvea over a period of time and has 
now been in place for more than twenty years, some elements of it have 
worked better than others. We should, I believe, borrow what is best 
and most compatible with the needs of the United states. We should 
also remember that many aspects of our own system are astonishing 
success stories. Any alternatives that we look at should retain what 
is best about our own system. The numerous Canadian patients who 
receive state-of-the-art diagnoses and treatment in the United States 
are testimony to tha success of medical research and development, and 
of the rapid application of current technology here. This factor also 
represents a cost savings to Canada. I would recommend to your 
attention an article from the New England Journal of Medicine; 
"Controlling Health Expenditures — the Canadian Reality" (see Exhibit 
5, attached) • 

The last point I would like to make is that the healthcare 
insurance system we design should include incentives that strengthen 
the physician-patient relationship, I am not promoting financial 
incentives here, but much of what has been done during the past 
fifteen years to control healthcare costs has served to alienate 
patients from providers with few positive results. For example, it 
appears that second opinion programs do not save money or significantly 
alter treatment. They do, however, establish an inherent attitude of 
distrust. The physician-patient relationship is a clinical tool that 
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affects the quality of care we are able to provide. Creating an 
adversarial atmosphere to heighten competition or for the sake of 
regula>ing providers* behavior damages our ab^^ity to give good care to 
our patients And has dueled the malpractice crisis we have had since 
the mid~sev< ntios* The doctor-patient relationship is also not helped 
by financial j.i.centives to deliver less care. I would hope that a 
healthcare system we adopt or croate can control the r;\+ e of increase 
in expenses ^nd restore trust between and among the parties involved in 
that system. 

I have appreciated the opportunity afforded to me to testify 
before the Select Committee on children , Youth, and Families, as well 
as the opportunity to submit these additional comments for the 
Committee's record. I hope that my thoughts on the subject of 
universal healthcare insurance have been helpful. If I can be of any 
further assistance, please do not hesitate to call upon me. 



Respectfully submitted. 




Steven Wolf son, M«0. 



Chairman, Health systems 



Planning Committee 
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^ U.S. Bureau of the Census current Population Report, Series 
«5X99171022. 

2 Ibid. 

3 "curbing the High cost of Healthcare/' Nation's Business, September 
1989. 

^ Louis Harris poll 

5 "Who Should Receive Medical Aid," Hew Haven Register, May 28, 1989. 

^ "cost Without Benefit: Administrative Waste in U.S. Health care," 
New England .Tonrnal Me^i?,ln^f 1986, 314:441-5. , 

' "Controlling Health Expenditures — The Canadian Reality," New 
England Journal of rtedi^j^n^, 1989, 320-571-7. 

S Ibid. 
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Americans without 
lieaith insurance 



Over 37 million Americans have no health insOrance 

Who are the 
uninsured? 

1986 Civilian population under 65 yrs. 





ii 



What is their income? 

Family income, 1986 
$40,000 or 




$20,000- 



i $10,000- 
.$39,990 ^^pfr' 
SOURCE: EmployM Benefit Research Institute '. ° 



$19,999 



EXHIBIT 1 
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IlXniBIT 2 

- Page 25 • 
THE NEW YORK TIMES - JUNE 29, 1989 



Debating Canadian iealth *Moder 



ByMllTFBEUD ENHEIM 

l#rtial la thr Nr« V««t tuk«t 

TORONTO - Extcuilves at ihe 
Ford Motor Company nre dismayed 
that the auio maker is spending ihe 
equlvaltnl of (31 1 a vehicle for heallh 
(or lis American employees, 
while tn Canada, a half hour drive 
from Ford i hetdquariers in Michl- 
tan. (he COM is $49.10 

SuiKing differences llite this are 
leading a trowing number of Amer 
lean emi))oycri. economists and 
legiiiaiors to examine Canada's laa- 
payer-financed system of national 
heallh care. They are looking for solu- 
tions not only to the problem of rising 
heallh costs but alsn to the lack nf in* 
surance for 37 minion Americans. 

But thr new scrtiliny has produced 
sharp debate, While come employers 
who pay for cire are inclined to ice 
the bright side of the Canadian sys- 
tem, many doctors and hospital ad> 
minisiraiorsareskepiicat 
*Deticlencltsand Problems' 

Indeed, the American Medical As- 
sociation decided ai its semiannual 
meeting last week to "document and 
publish the truth about Ihr deficien- 
cles and problems that characterize 
Canadian health care." 

By some measures at least. Cana- 
dians are heUthier than Americans 
They hvc lorjger. on average, and 
their Infant mortality rate Is 2S per- 
cent lower, according to the Em- 
ployee Benefit Research Institute, a 
nonprofit research cenier in Wash- 
ington What (t mort. all Canadians 
are guaranteed care, ai charge 

Yei Canada has held h ^lt*i spend- 
ing to 9 percent of its gro>s national 
product, while In the United States, 
spending on health has spurted lo 11 .3 
percent oftheCN P. 

Both CrItUk ar. I proponents Of 
Canada's system say Its costs are 
lower because doctor and hospital 
fees ^re tightly controlled and the 
purvhavc ef advanced technoloev 
lagt behind thai in ihe United States 
T!i< restit can be longer v^ails for 
certain kinds ol carf 

"They real!) bflieve in equiiv and 
equAl access and are ^willing i go 
w ihout some ilnnis ihal we tal(<> for 
grimed. " said Senator DavM F. 
Dvirenberger, Republican of Minn*<o 
ta. ar. ! vire (hAirman of a Sena-p- 
House commission on comprehensive 
heatih care, afiet a visti here receni 
Iv "The hind of rattiming (hey have is 
the sa mo XinJ Me should have Rather 
than pa/ the price Ir^ dollars, they pay 
(he price in v^alting lime " 



Admintstratlvecosia are stsolower 
In Canada, where overhead and 
paperwork absorbs about 9 percent of . 
the health budgets, tn the United 
States, where moal health c«re Is 

fiaid for by Federal, slate and private 
nsurers. the 1.900 private Insuren 
*. have overhead costs of close to 12 

Etrceni. covering Items like market- 
g. reserves (ur future claims, urn 
'■ and profits. Federal data show. The 
Federal Medicare and Medicaid pro- 

J rams have overhead costs of about 
.5 percent. 

But a committee report at the 
,A.M A. meeting denounced Canada's 
system as "socialized medicine man- 
aged by an ever-enlarging and more 
. expensive bureaucncy. financed by 
tver-lncreasing taxation and feitur* 
ing rationing, ahorrages. health-care 
watting lists and an absence of pri- 
vateseclor alternatives *' 

Spokesmen for Canadian medical 
associations regiMor similar objec* 
lions 

Canadians sa/itiry like their sys- 
tem, however. In receni polls by 
Gallup Canada Inc irnd Louis Harris 
It Associates, sttable majorities said 
they were satisfied with their healih 
services 

"We get ver>- lew complaints." said 
Bill Van Caal. president of a Cana- 
dian Automobile Workers Union local 
in OaHville. Ont . that represents 4.200 
of Foid'\ 16.000 Canadian employees. 
He said eiited Canadian auto work- 
ers in liie American Sun Bell had 
medical coverage inferior lo that ai 
home 

"Health care is one Issue that tran- 
scends ail political boundaries " said 
Perrin Beatty. the Federal Heahh 
Minister and a Cotiservaiive Party 
leader "it i< taken as an article of 
faith by Canadtars tiat thev are enti- 
tled tn health care as a basic ri^hi " 
Companies Seek Alternatives 

In the I'niied SMtes, House and 
Senate committees on health hjvc 
been summoning experts from both 
countries to U'ashihgton to appraise 
the Can.t(1ian system Man> Ami',- 
lean executt\ft are also Interesir^d, 
as the\ svar(h lor alternatives :-. ihe 
enormous arr.ounts some companies 
spend for emplox'ee health jre 

"We don'i see our empiosees in 
Windsor. Oni .coming o^ er to Detroit 
for medical care." said Waller 8 
Mahcr. director of the Chrysler Cor- 
poration's human resource's office tn 
wa ,hington 

American employers say that doc 
tors and hospiiats shtfi onto their bills 
the cous of people who cannot pa) or 
^*hoarf co\ered by Gosernrnent pro 
pr.ims th.1t have (i(!hicncd iltoir belt^ 



Canadian enipk>ycrv comrasi. ' 
: pay a fraction of the health pro- 
' gram's co«<s through premiums and 
' ' payroll taxes. The main financing 
; comes from uxes paid by Individu* 
■Is. which are generally higher than 
. .mihe United States. 

/^t The 10 Canadian provinces negoti- ' 
4^ ate annual budgets with the prov- 
bice's medical and hospital associS' 
>;ttons. effectWely setting a ceiling on 
; total expenditures. The associations 
then allot fees to family doctors and 
' specialists. 

The hospital groups have also t rted 
to hold down nurses' salaries. Nurses 
>n British Cohimbia have been On 
r. strtl«e, demanding higher pay, since 
June 14. 

Doctors are paid out of province 
funds and arc forbidden to charge pa- 
, • tients although some charge nominal 
fees for "equipment." said Dr. Mi- 
chael Wyman. a board membet of the 
Ontario Medical Association "In the 
case of an abortion, that might 
amount to $200 " ())66 United Stales), 
headdec! 

Unlike Britain's National Heahh 
Service, which pays general pracii- 
uoners an annual amount foreao) pa- 
tient on Iheir hst. Canada has no un- 
regulaied doctors or hospitals avail- 
able for affluent patients 

Dr. Wyman and other physicians 
said budget restrictions on hospitals 



Free medical care, 
but longer waits 
for certain 
treatments. 



^auseH >iays of tip to six months for 
non-eme fiency surgery or specie' 
tests at eadiiig urban medical ce^ 
ters Th ■ provinces hmit hospital pu- . 
ch^^<- , of equipment, from conv^i. 
lional X-ray machines lo expensivi 
compuirrited scanners, magneir. 
resonance imagers and Itthotrtpters 
u<ed to pulvenie kidney stones On» 
re,tvon for this is the beliff ihat no' 
everv hospital tn a community needs 
ever} p*ece of medical equipment 

Canadian patients are occasionally 
>eni to American hospitals In Buffalo 
Detroit and Sea i tie and the Mavo 
Chn\( and Cleveland Clinic f >r 
prompt attention 
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Comparing Health Care Systems ^ 




•73 75'77'79'8r83'85 

t in ttwusftnds 

Beciusr ef ihe cosi constraints, 
m«dical Ites In Canada are usually 
(ower. The bill lor one Canzdian Foril 
emplojYp's mrdtcat emergency in 
Ihe l)n:ied Siaii> was S2liOOO. four 
tirne^ Ihe usual Canadian charge, 
said James S King, manager of pen^ 
stons and emplo>'ee Insurance at 
Ford of Canada In OakylUe, 40 miles 
from Toronto, 

Dr. Jean Marc Dumas, a radiolo* 

Siti and presldeni of ihe Beliechasse 
lospiial in Montreal, lald his Amer- 
ican broilier<in>law recehily paid S32 
in Boston for a chest X ray reading 
ihai would haye cost $4 50 in Mom 
real 

Bui In a widely publicized case. 
Charles Coleman, a 63wear<olU dia- 
mond cutter, died In December, a 
week after a coronary bypass opera- 
tion at St Michael ) Hospital in To 
ronio that had been put off ^r four 
months. 

In a cover itory on "the crisis in 
health :are." Maclean's, a Canadian 
news magailne. said the operation 
had been postponed becau'e of a 
shortage ot beds In the hotpiial's in- 
te stve-care unit But health profei- 
sionals like W. Vickery Stougl.ion. an 
American who is president of the To- 
ronto General Hos; il, said there 
had been a medical need to delay the 
ope'^atton. 

*Orchestrated'Ouirage Seen 

"The outrage was orchestrated." 
I^ld Dr. Allan Detsky, an intermsi at 
Toronid Genera! whu briefed a sub 
commiitee of the Senate Ftn^ncr 
Cummnee on the Canadian health 
>yf ♦'Tireieml) 

' The rhetorK of uni*n'undinf 
shortufcs. excessiye viaitmg htis anj 
r.o on )S 81* impoiiant part of the pro* 
ce5j by which providi ts neantiate 
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: TECHNOLOGY 
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:• P^fulaUon 
i-Unlta PerUnltt 


populatwn 
Unita PirUnItt 


Cardiac CaOiarlzsiion Labs 
Diagnosis and iraaimani of 
cardiovascular disaast 
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Pulverize kidney atoras ' • 
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; 228 ,'1,096 


Magntllc Raaonanca Imagers 

Diagnosing a wide range 
of diseases 
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1,376 ,182 
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their share of public resources — ln< 
eluding their own Incomes," said 
Robert G. Evans, an economics pro* 
lessor at the University of British Co- 
lumbia 

Incomes can be substantial. In 
populous Ontario, where more than 
one third of Canada's 26 million peo- 

file live, the average gross Income of 
uli v:m< practicing physicians Is 
%2i>iW} {Un.tM In American cur- 
rency), Slid Elinor C^plan. Ontario's 
health minister. After subtrawiing for 
office arid overhead expenses, their 
preiax Income is about SUii.OOO 
"Jniied States), compared with 
SH6,200 for seif'smploved American 
doctors Incomes of physicians who 
are researchers and others on salar)' 
are low^r In both countries. Bui fees 
in canala have not kept up with Infla* 
lion i 

In Montreal, where the province au- 
thonties haye set three month ceil< 
Ings on physician income, many doc' 
tors take two-weeic vacations every 
quarter. Dr. Dumas said. Hospitals 
shave budgets by holiday closings of 
wards and operating rooms. 
"Patients back up In the emer- 

f;ency room," said Dr. J. Edwin Cof> 
ey, an obsietriclan and secretar)' of 
the Qvebec Medical Society. "We 
think the system is breaking down *' 



Dr. John ')'Brien<Ben. preslderit of 
the Canadian Medtcal Association, 
said that because patients do not pay. 
"unlimited public cxpeciatlons" 
strain the system, as evidenced by 
overcrowded emergency rooms and . 
waiting lists for diagnostic tests and 
surget)-. 

"We are beginning to move off ihe 
delivery of the hightsi standard, 
which was (he premise uf Canadian 
Medicare.' he said 

But Dr. Michael Rachlls, a Toronto 
public health physician, said health 
fnre money could be better used on 
social programs and preventive 
m- dicine. "Social and economic fac> 
tors such at employment, cigarette 
smoking and housing are (ar more 
Imponant (or people's health than 
hoipiials and physicians' services,'* 
he added. 

Radical changes In the Canadian 
system do not appear in the offing, 
hrv/ever. "This system needs to be 
improved , we have to (ace up to the 
costs." said Jacques Garon, research 
director of the Con'HI «tu Patronat 
the Quebec «mplo\ers assoriajjm! 
Bui a "United States sys.em" Is not 
an option, he added ' Pubhc opinion " 
he said, "is really tn favor of keepini 
1^15 kind of sysii-m.'' 
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Mr. Morrison. Thank you very much. 
Dr. Krassner. 

STATEMENT OF LEONARD S. KRASSNER, M.D., PRESIDENT, CON- 
NECTICUT CHAPTER, AMERICAN ACADEMY OF PEDIATRICS, 
WALLINGFORD. CT, ACCOMPANIED BY ELSA STONE, M.D., VICE 
PRESIDENT AND CHAIRPERSON, COMMITTEE ON HEALTH FI- 
NANCING, CONNECTICUT CHAPTER, AMERICAN ACADEMY OP 
PEDIATRICS, NORTH HAVEN, CT 

Dr. Krassner. Mr. Morrison, Mr. Evans, my name is Leonard 
Krassner, and on my left is Elsa Stone. We represent the American 
Academy of Pediatrics today. I am very pleased to be here, and I 
am also very pleased I think that we are on the right panel. 

I have been asked to discuss two topics with you today. One is 
the health insurance bill on access that we helped pass here in 
Connecticut, and the other is to give you a general idea about the 
proposed child care bill being drafted by the National American 
Academy of Pediatrics. 

The paramount concern of the AAP, both nationally and locally, 
has been the health and well being of children. Children are poorly 
served in our society. And it is embarrassing that the United 
States and South Africa are the only two industrialized countries 
that do not provide univen al health insurance coverage for their 
children. Connecticut has the highest infant mortality rate in New 
England. It is third in the percentage of AIDS cases in childhood, 
and has approximately 86,000 children with no health insurance. 

During the last session of the state legislature, we successfully 
lobbied for the passage of a bill which requires that as of October 1, 
1989, all new or renewed group health insurance policies include 
coverage for preventive pediatric care from birth through age 6. 
This bill is far more limited than we desired. We were aware that 
the only age group with a rising mortality rate is the teenage 
years, but we were unable to have them included in our bill. 

As written, the present bill leave intact all deductibles and co- 
payments that are part of the parent's existing policy. Needless to 
say, if these are high, they act as a continued barrier to access. The 
bill does, however, promise preventive pediatric care from birth to 
age 6 according to the following schedule: 

Every 2 months from birth to 6 months; 

Every 3 months from 9 to 18 months; and then 

Annually from 2 through 6. 

The National Academy of Pediatrics' proposal for universal 
access for children and pregnant woman is a much broader bill 
than our state's legislation. However, it too is a limited bill. And it 
does not cover adult men and non-pregnant females. 

It does, however, focus on a segment of our society, which is most 
vulnerable— the unborn and children. And we suggest that by im- 
plementing this partial coverage now, we could work out a myriad 
of details of a program with broader health coverage that would go 
into effect later on. 

The program as conceived is baspd upon the fact that most 
hcajuii insurance in America is provided through employers. 'The 
availability of quality employer-based insurance, especially for de- 
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pendents, is declining because economically pressed employers 
have either dropped dependent health insurance, reduced the bene- 
fit packages, or required employees to pay a higher premium share 
for dependent coverage. 

For those patients who do have insurance, the benefits usually 
cover anesthesia, surgery, and the doctor, but do not reimburse for 
the less dramatic preventive functions that might have eliminated 
the problems in the first place. 

Our proposal is designed to assure universal access to health in- 
surance with a federally mandated standard benefit package for all 
children through age 21 and for pregnant woman. The standard 
package will be designed to ensure quality of care with benefits di- 
vided into three categories: preventive benefits, primary/major 
medical benefits, and care-coordinated benefits. 

Coverage will be available either through employer based insur- 
ance or a state administered fund, thus ensuring a one tier insur- 
ance system. 

Employers who offer insurance to their employees will have the 
option of providing coverage for dependents through the standard 
benefit package as defined by the legislation, or to pay a payroll 
tax of about 3.5 percent to the state funds. 

In addition to the payroll tax» the state administered insurance 
fund will be financed through federal and state Medicaid funds, 
plus premiums and co-payments. For families with incomes below 
130 percent of the poverty level, no contribution will be required 
for those whose income is between 130 and 200 percent of poverty, 
a sliding scale will be applied^ 

Our proposal suggests a dual form for Federal and state govern- 
ments. The Federal government will ensure high standards, while 
the states will enjoy flexibility in administration and management. 

The benefits of our program are divided into three categories: 

1. Preventive Benefits: Preventive care visits at clearly defined 
intervals, pre-natal care, care of newborns, and child abuse assess- 
ment. Regardless of the family's income level or insurance system, 
no co-paymen^ 3 or deductibles will be applied. 

2. Primary/ M^or Medical Benefits: This includes care for acute 
and chronic illness, hospital care, subspecialty consultations, emer- 
gency room care, drugs, and laboratory tests. And there will be a 
maximum deductible contribution of $200, and a maximum co-pay- 
ment of 20 percent of the total charges for the services in this cate- 
gory. 

3. Case Managed Benefits: This includes services such as mental 
health, substance abuse, and treatment of developmental and 
learning disabilities. And there will be a case management of the 
benefits in this category. 

I included two pages on my printed form that I sent in. One copy 
is of the state bill, and the second, an overview of the national bill. 
We will be very happy to answer any questions about this, but we 
feel that this an appropriate step to take while Panel 2 is deciding 
on how best we should go. That this is something that can be insti- 
tuted very early and be used as a model. 

Thank you. 

[Prepared statement of Leonard S. Krassner, M.D., follows:] 
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comoiltteo on health financing. 
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I have been askc^. to discuss two topics with ycu today. One U 
the health Insurance bill wc helped pass here In Connecticut and 
the other Is to give you a mineral Idea of the propo<ied chlldcare 
hill being drafted hy the national American Academy of Pediatrics. 

The paramount concern of the AAP, both nationally and locally, hdH 
been the health and well being of children. Children are poorly 
served In our society. It Is embarrassing that the United States 
and South Africa are the only two Industrialized countries that do 
not provide universal health Insurance coverage for their cl lldren. 
Connecticut has the highest tnfat.t mortality rate In New England, 
Is third In the percentage of childhood AIDS cases, and has 86,000 
children with po health coverage. 

During the last session of the state legislature, we successfully 
lobbied for the passage of a bill which requires that, as of 
October 1, 1989, all new or renewed group health Insurance pollclfts 
Include coverage for preventive pediatric care from hlrth through 
age 6. This bill Is far mo'*e limited than we desired. We were 
aware that the only age group with a rising mortality rate la the 
teens, but we were unable to have them Included tn the bill. As 
written, the prssent bill leaves Intact all deductibles and co-- 
payments that are part of the existing policy. Needless to say. 
If thtiS> are high, they act ■ ^' a continued barrier to access. The 
hill dors, however, promise p.eventlve pediatric care from 0 to 6 
years according to the following schedules; 

• 

every 2 months from birth to 6 months, 
every 3 months from 9 to 18 months 
annually from 2 to 6 years. 

The American Aradeaiy of Pediatrics* proposal for universal access 
to health care for children and pregnant women Is a much broader 
bill than our state's legislation. Howpver , It ton Is a limited 
bill. It doesnU cover adult men and non>pregnint females. It 
does, however, focus on a segment of society which Is most vulner- 
ablet the unborn and the children.. Implementing this partial 
coverage could be used to work out ihe myriad of details Mmt a 
program with broader coverage would control. 

Th« program,ofl conceived. Is based upon the fact that moat health 
Insurance in America Is provided thi ugh employers. The avnllibilUy 
of quality employer-based Insurance, especially for dopeitdentsi Is 
declining because economically pressed employers have either dropped 
dependent health insuranro, reduced the benefit backages, or 
requlrpd employees to pay ;i higher premium .share for dependent 
coverage « 
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For those patients who do have insurance, the benefits usually cover 
anesthesia, surgery, and the doctor, but do not reimburse for the less 
dramatic preventive funcllons that might have eliminated the need for hos- 
pitalization In the first place. 

Our proposal Is designed to assure universal access to health insurance 
with a standard benefit package for all children through age 21 and pregnant 
women. A standard package will be designed to ensure quality of care with 
benefits divided Into three categories: preventive benefits, primary /major 
medical benefits, and care-coordinated benefits. 

Coverage will be available eitl er through employer-based Insurance or 
a statft-fldmlnlstered fund, thus ensu-'lng a one-tier Insurance system. 

Employers who offer Insurance to their employees will have the option of 
providing coverage for dependents through Che standard benefit package as 
defined by the legislation or to pay a payroll tax of about 3,5X to the state 
funds . 

In addition to the payroll tax, the state-administered Insurance fund 
will be financed through federal and state medicaid funds plus premiums and 
co-payments. For families with incomes below 130X of poverty level, no con- 
tribution will be required; for those whose Income Is between 130 and 200% 
of poverty level, a sliding scale will be applied. 

Our proposal suggests a dual role for federal and state governments. The 
federal government will ensure high standards, while the states will enjoy 
flexibility in administration and management. 

The benefits of our program are divided into three categories; 

1. P r e yen tlve benefits ; Preventive care visits at clearly defined 
Intervals, prenatal care, care of newborns, and child abuse 
assessment. Regardless of the family's Income level or insurance 
system, no co-payments or deductibles will be applied. 

2. Prijnary/Major Medical benefits : Care for acute and chronic illness, 
hospital care, subspecialty consultations, emergency room care and 
drugs and laborrtory testj. There will be a maximum deductible of 
$200 and a maximum co-oayment of 20/1 of the total charges for 
services In this category. 

3. Case-Managed benefits : Services such as mental health, substance 
abuse, treatment of developmental and learning disabilities. There 
will be case management of the benefits in this category. 

I have included two pages as a sort of appendix. One is a copy of the 
state bill and the second, an overview of the national. 
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Employer-based Insupam^ ^ 
Benefit SxpucTUpg 



I I I 



1 Benefit 
1 Basket 


Services 

I 1 


Cost-Sharing 

1 


IIndemnityI 
{Limit | 




- preventive care 


* NO DEDUCTIBLES 
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Substitute House Bill No. 5761 
PUBLIC ACT NO. 89-101 



AN ACT CONCERNING INSURANCE COVEaAGE FOR 
PRBVENTIVB PEDIATRIC CAKE. 



Be it enacted by the Senate and House ot 
Representatives in General Assembly convened: 

(NEW) (a) "Preventive pediacclc care" shall 
mean the periodic review o£ a child's physical and 
emotional health Cron birth through six years o£ 
a9e by or under the supervisioi! of a phyeician. 
Such a review shall include a medical history* 
complete physical examination, developmental 
assessment, anticipatory guidance, appropriate 
immunizations and laboratory tests in keeping with 
prevailing medical standards. 

(b) Every group hospital or medical expense 
insurance policy or group hoiipital or medical 
service plan contract delivered, issued for 
delivery or renewed on or aftet.' October 1, 1989, 
shall provide benefits for preventive pediatric 
care for any child covered by the policy or 
contract at approximately the following age 
intervals! Every two months tirom birth to six 
months of age, every three months from nine to 
eighteen months of age and annually from two to 
tlx years of age. Any such policy or contract may 
provide that services rendered during a periodic 
review shall be covered to the extent that such 
services are provided by or under the supervision 
of a single physician during the course of one 
visit. Such benefits shall be subject to any 
policy or contract provisions which apply to other 
services covered by such policy or contract. 

Certified as coma by 



Ugislaiive Commissioner. 



Clerk of the Senate. 

„ (Tfer/lf //ousf. 
Approved .. , «^ 1989 
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Mr. Morrison. Dr. Krassner, I do have a little bit of a worry 
about where vou are in relation to Panel 2. In many ways, taking 
care of the children first is an appropriate priority bfecause what 
happens to them has the most to do in both cost and quality of life 
terms with the future. But it does disturb me that the pediatricians 
are off creating their universal program for the children, and not 
seeing any necessity to say that the whole structure has to change, 
here is where we are going, and we want to do this first. Do you 
have a comment on that? 

Dr. Krassner. Well, first of all, we knew you were going to say 
that, right? 

Mr. Morrison. I am so obvious. 

Dr, Krassner. From our point of view, this is not a substitute 
for, this is a first step in that process. As pediatricians we under- 
stand, first of all, the urgency. We have turned our back on chiK 
dren for a long time, and it is about time that as a democratic and 
thinking and caring society that we do not wait another ten years. 
We think that it is time to do it now. But by no means is this con- 
sidered a {Substitute for. And we are looking at it really, as I said, 
as a way for maybe working out some of the bugs and some of the 
problems that could then be applied to a universal health care 
system. 

Mr. Morrison. I am going to be interested in comments from Dr. 
Marmor and Dr. Wolfson about this. We had a rather bad experi- 
ence with, if you will, incrementalism without a goal with the cata- 
strophic health insurance program for seniors on Medicare. It 
seems to be an example of something that was kind of a square peg 
in a round hole, and it did not have popular support. It did not 
really solve the problem that was highest on the list of the people 
who were going to pay for it, and it really did not advance the 
cause of getting to a more comprehensive and workable system. 

And mv question is, is your organization committed to setting 
some kind of long term frame work into which this fits or not? 

Dr. Krassner. Yes, it is. We have already contacted groups such 
AARP who one might have supposed that they would be opposed to 
this kind of fragmentary inclusion, but they were very happy to see 
this as a first step. I am close to the Medicare situation myself so 
that I am not going to cut myself out of this at all, but I think the 
academy, even though we do focus, we are committed to improving 
medical care from birth to death. 

Dr. Stone. I think the Academy (of Pediatrics) has not taken a 
position on national health insurance. What it certainly believes in 
and is committed to is universal access to care. It is also a pragmat- 
ic organization, and it knows that children need that care today, 
not ten years from now. And while national health insurance is, 
obviously, more comprehensive, how long is it going to take us to 
get there? And this is something that can be started c^uickly. 

Mr. Morrison. But I must say that the politics oi getting to an 
appropriate system of universal insurance in the United States is a 
story of interest group reaction. Take a poll and ask the American 
people and they buy the Canadian system today That is the truth 
of it~80 to 20. The majority is behind a universal access svstem. 

A system was in the Social Security Act proposal in 1935 and 
was cut out. That distance from 1985 to 1989 car< only be explained 
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by organized political resistance, not by the views of the American 
people. It is very important that you go beyond saying, ''Well, this 
IS a nice piece," and say that it is a piece of something, as opposed 
to a piece of what we cannot talk about. 

Ted, could you comment on how, if you were trying to get from 
here to there, you think would be the steps to get there? 

Dr. Marmor. Well, you know, I am dumbfounded in a way by the 
last speaker, because in 1974-75, I advocated kiddie care as the 
next step to move us along toward the goals of a national health 
insurance scheme, and treating this as a single step that they had 
priority in terms of its target group. 

And kids had some priority because you could imagine putting it 
into effect with less of the complexity that would come on with 
some other groups. 

With all the respect and good will I can muster, I feel differently 
about that in 1989 than I did in 1974. I think we do not have ten 
years to anticipate getting this system under control. The economic 
consequences of the overall system, not the medical consequences 
for children, or particular groups, but the economic consequences 
of fche arrangements we have got are just too staggering. And there 
is going to be a reaction to it. 

So, my thought about getting from here to there would be imag- 
ining possibly using this as a step, but only in a scheduled set of 
steps. I would not see this as an incremental move designed to sta- 
bilize for a while while they go on to something else. 

I do not expect pediatricians to lead the way on this. They are 
responding understandably to the pains they see. But I do think it 
is important for them to hear from others that they should not be 
the advocates of universalism as the first priority in their concern. 
It ought to be the second one. That is, they ought to speak candidly 
your real concerns for doing tomorrow literally yesterday. 

But I think, frankly, that what Dr. Wolfson's principles as ar- 
ticulated, would constitute for most pediatric groups that I can 
think about an acceptable set, at least for the reformers within 
those groups. It would be very important to leash the plan, in other 
words, to the principals, and to the staging, and to let the argu- 
ments take place as much about the impossibility of continuing to 
do what we do over all as the special claims of children. That is 
what I would argue. 

Mr. Morrison. Do you have a comment on the Axelrod plan in 
New York? 

Dr. Marmor. Well, the Axelrod plan in New York, as I assume 
you know, is another example of a first step, but it is a first step so 
to speak on coalescing the payers into one mstitutional form. It is a 
very valuable step, I think, for trying to bring together the parties 
who would have to negotiate with the providers in any kind of ex- 
panded scheme that had cost control. 

I guess my feeling is that the financing is so out of control at the 
moment. So much waste takes place in the dollars following the 
moves as people try to move costs into somebody else's pocket. The 
axelrod administrative idea is for me a step easier to complete with 
steps towards national health insurance than any large benefit 
package increase for any large population group. 
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I would rather move administratively in the first step to arrange 
the payers. lio\^ out the goals that you have set out as the aims for 
the universal health inburance scheme, and think about children 
as the target group, if you are going by stages at all, that you 
would want to start with. 

Mr. Morrison. But can I just— I want to just challenge in a most 
friendly way your argument that if we are to have national insur- 
ance, we must spend more. Much of what we spend now, we ought 
not to spend. That 1 percent of GNP that distinguishes Canada 
from the United States on administration alone, does not contrib* 
ute one whit to our health. I do not want to give credibility to the 
claim that every dollar we are now spending has an equal claim on 
our loyalties. It does not. It is the case that those dollars are used 
for a variety of purposes. 

We have to ask, for example, not only whether the service is 
worthwhile, but whether the price we are paying for it is too much. 
The new changes proposed in fee reimbursement involve very large 
shifts between cardiac surgery, for example, and primary benefits. 

Not every dollar we are now spending is being done either for 
the right thing or in the right order. So, I do not think there is 
magic number of 4 or 5 percent of GNP which is just the right 
amount of money to start with, but I do agree with you that those 
principals would involve a very large rearrangement of where the 
money would go. 

Mr. Evans. Would you— oh, go ahead. 

Dr. WoLPSON. Well, I have to confess that while I agree with 
many of the statements that Ted made, he also made me very un- 
comfortable in the sense that, as a physician I was sitting next 
door to a fellow who was giving Canadian physicians none of the 
credit for the good aspects of the Canadian health care system 

Dr. Marmor. I will be glad to go into that, and I hope I am 
asked. 

Dr. WoLPSON [continuing]. But for credit for a lot of the bad stuff. 
The cost increases, and also the individual inefficiency. I think the 
physicians have to be part of the solution as well. And one of the 
things that we can bring to the discussion is the knowledge of the 
problems posed for the delivery of patient care of all of the systems 
that are out there. 

For example, in New York, the Axelrod proposals over the last 
five years led to a very severe constriction of resources on expendi- 
ture personnel and capital development of the New York City hos- 
pitals. They failed to allow for the increase in nursing salaries that 
has appropriately occurred over that time. They failed to allow for 
the consequences of substance abuse. And they failed to allow for 
the AIDS epidemic. 

Since all of those three m^jor vectors have been manifestively 
obvious to everybody, there has been no change in the funding 
available to the New York City hospitals. And efforts have been 
made to crunch the private institutions to begin spending their en- 
dowments in order to make up for this. 

The result has been, at least for the short term, agony and a 
crisis of mgyor proportions in New York City. We need to find out 
how to do it. Canada has some of the answers. They do not have all 
the answers. They are shifting patifjnts. 
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Dr. Marmor. Why should they have all the answers? 

Dr, WoLPSON, No, hut we need to look at them and gain from 
some of the good aspects, and try to avoid some of the bad aspects. 
The infrastructure of the Canadian hospital system is in major 
trouble and is getting worse. And health care costs are rising in 
Canada. And there is increasing difficulty in the negotiations that 
you described. 

And this is all taking place within the system that evolved over 
twenty years on a province to province basis, with a lot of change 
for prospective discussion. And a lot of chance for the society to get 
together to agree about common goals and interests. 

Dr. Marmor. Could I just answer. It is true that it developed 
over twenty years, but it is misleading to suggest that each prov- 
ince took twenty years to do it. It happenedf very rapidly in the 
provinces You are quite right that there were social decisions to go 
m that direction. I think the social decisions that you are trying to 
force attention to, once the social decision was made to go forward, 
negotiations took place about many of the things you are talking 
about. 

I very much would back the energy and effort you put into treat- 
ing physicians as major players in the operation of any system, no 
matter how it is paid for. It is obvious. You cannot have a sensible 
system without the cooperation of physicians on the care. 

But I think a sharp distinction ought to be drawn between pleas- 
ing or at least respecting the professional role of physicians as ex- 
perts in medical care, and the willingness to pay physicians what- 
ever they want. I think on the latter question, there always will be 
conflict. 

And indeed I think there ought to be a sharp division between 
the professional expertise of doctors about medical care, and their 
professional expertise about what they ought to be paid. I think 
they have none in the latter category, and an enormous amount in 
the former category. 

What is interesting, and the point— I really want to highlight 
this—Canadian physicians, as measured by surveys of their stand- 
ing in the community, stand higher in their community than do 
American physicians currently. They suffered less the attacks of 
the last twenty years on professionalism. 

Moreover, Canadian physicians and Canadian hospital adminis- 
trators have more autonomy about what they do than American 
doctors, the American hospital administrators, for two reasons: 

The budget totals that I talk about that go to the hospitals are 
not enrumbered by lots of details about how to manage the hospi- 
tal. Canadian cost controllers are very tough on amounts and very 
flexible on deeds because their interest is making sure that no 
more gets spent, not on how it is spent. They do not think they 
have expertise in that. 

And on the physician side, I think that we went into this, and 
indeed what a sensible American state would do would be to inves- 
tigate each one of these points and get satisfaction on it. What ap- 
pears to me from my observations of Canadian fee negotiations is 
great conflict oyer the total, substantial conflict among some physi- 
cians as Canadians have shifted towards care and curative practice 
and away from cutting and rewards. 
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The ratio of the top surgeons to the general practitioners has 
been squeezed over the last 20 years. There has been a lot of com- 
plaint in some sectors and not in others. 

And finally, there has been in the Canadian medical care area of 
discretion and autonomy almost no invasion, almost none. Canadi- 
an physicians regard the circumstances under which we deal with 
insurance companies and government payers as violative of their 
professional autonomy. 

And that is the common ground between medical reformers and 
the Canadian example. Neither to take their view as if it is prob- 
lem free, how could it be? Nor to take the view that their problems 
are exactly like ours. They are not. Being better than is important 
even if it is not the best or the ideal. 

So, I am very sensitive to wanting to not hold them up to a 
standard that they could not possibly meet. 

Mr. Evans. I forgot my question now. It is an interesting debate. 
First of all, I do want to commend the doctors for being involved in 
this debate. I am not sure, maybe it is something peculiar to the 
New Haven area, but many county medical associations have 
sought to inject themselves than face here, so you are to be com- 
mended. 

Let me ask, Ted, if he would anticipate increased costs if we 
would in a relatively short time, adopt something like a Canadian 
system the way that Dr. Wolfson has mdicated with some increased 
coats because of the numbers of people who suddenly would become 
eligible for Medicare and start taking advantfwe of that eligibility 

Dr. Marmor. Well, it would follow as dav follows night that if 
you kept all the same prices and increased the volume consider- 
ably, there would have to be more costs. My guess would be that 
the only way you could avoid very significant increaseji in cost 
would be to make no change in the physical capital in any one 
year. The hospitals would not change. 

It is very important that— and let me try to be careful about 
this— in the hospital sector if we paid on the budget basis, I think 
we could get away with relatively modest changes because we have 
got such under use of capacity. 

Dr. Wolfson. It does not apply here. If we do hospitals that are 
running an average of 105 percent 

Dr. Marmor. Oh, absolutely. In any areas where there was, you 
are up to capacity, this would not apply. I am talking about nation- 
wide. 

Dr. WoLPSON. Exceeding capacity. We have patients boarding in 
emergency rooms. 

Dr. Marmor. Fair enough. Those patients need places as far as 
the nursing supply goes. 

Mr. Morrison. Part of that is the nursmg supply. 

Dr. Wolfson. Right. And then the hospital cost commission. 

Mr. Morrison. I think we have closed wards because of closed 
rooms because of lack of nurses. 

Dr. Marmor. But you see what I am driving at. In the area 
where we got % occupancy rates, there is excess capacity. On the 
other hand, if you paid by case, it would not apply, right? So, there 
18 the economics or increased costs. The hospital should not have, 
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on average over the whole country, any great increase in physical 
capacity required. Overall, the whole country. 

If we have % capacity now, it cannot be the case overall. 

Mr. Morrison. But the capacity is sometimes in the wrong 
places. 

Dr. M ARMOR. Exactly. 

Mr. Morrison. We may have to pay twice. You are going to pay 
to close units down, and you are going to pa^ to open units up. 

I think we should be careful. I think it is a real good point we 
cannot promise the American people we can do it for nothing. We 
have a President who has done that, and we know where it has 
gotten us. If we do that, we will never get down the road, and it 
will all blow up in our faces 

Dr. Krassner. They did not cut the quality either. I mean, if you 
are going to cut down the amount paid for a service, and then you 
are going to put it out there for the doctors, they are going to in*^ 
crease their volume. So, instead of spending twenty minutes with a 
patient, you will spend Hfteen minutes with a patient to keep your 
mcome where it is. 

Dr. Marmor. That very much applies. In the short run in 
Canada what happened in the Hrst years of putting it into effect, 
first physician incomes went up sharply. And one reason physician 
incomes went up sharply is that they had no bad debt in the year 
X plus 1. That actually— there is a case where you are going to 
have an increase. 

Second, it went up because it was all reported. So reported 
income went up. There were big changes in QuebeCt like 55 per- 
cent, which was not all new dollars. So, that will be relevant. 

And, thirdly, it went up less than it would have because the 
provinces paid at fee levels. They took into account the bad debt 
and paid the first year at a reduced amount from the fee schedules 
that were negotiated, saving that the fee schedules earlier had in- 
corporated a Dad debt. And that over time, a lot of struggles took 
place. 

But I think the short answer to your question is, there is no way 
to move to an expanded utilization nationwide without some in- 
crease in outlays in the first year. No way. But that the Canadian 
example does illustrate that you can maintain those outlays over 
time, or even reduce them somewhat as you reallocate within medi- 
cal care. I think that is the answer I would give. 

Mr. Evans. The devil's advocate question. The spread of the 
AIDS problem now largely in our country, I am not sure it is true 
in Canada, is being caused now by the use of needes by drug users 
and so forth, does that make it still similar to Canada? I realize 
that is going have an impact whether we change from one sy stein 
or another. But that is a real problem that we are goin^ to have to 
deal with, as is the crack problems, and the problems it i' having 
on our delivery in medical service here. We will have an impact 
one way or another. But was that going to cause a big disruption in 
terms of if we would switch? 

Dr. Marmor. I do not think so. I do not think the switch of fi- 
nancing, or the change in negotiation about budgets or fees is the 
basic problem. The basic problem is generating the resources and 
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channeling them appropriately to people who have this paiticular 
set of pliysical ailments. 

And Canada has exactly the saiiie mix of troubles, but not the 
same magnitude of the troubles. They do not— in other words, 
AIDS for them, there is not a lot of discussion of the financing 
problem of AIDS. There is a lot of discussion about the financing 
problem of medical care. There is a lot of discussion about what 
physicians ought to be paid. Not what they ought to be paid for 
AIDS victims. 

It does not— it is fascinating, in the Canadian context there is 
almost no discussion about the aging and graying of the society as 
if the elderly are a special group that we have to worry about be- 
cause we are having more of them. There are lots of disputes about 
whether we can raise the money to pay for medical care, and then 
it goes to the citizens we have. You do not change the grain of the 
budget. 

So, as in the case of these special populations, the fights are 
about the basic economics, and about the quality of care, whether 
it is threatened or not by the base of economics, and about who 
ought to pay. That is not only the funding amounts, but the 
sources of funding, should it be premiums or general revenue. It is 
hardly ever about these disputed population groups, as you were 
suggesting. 

There are disputes about AIDS, br*: they are not medical. They 
are not given their home— they do not become a fragment of the 
discussion of the special funding. 

Dr. WoLB'soN. Part of the problem about talking about costs is 
that in every system that we looked at, costs were shoved around. 
For example, in systems that economize on health care by delaying 
elective surgical procedures, there is an enormous societal cost in- 
volved there. 

If the wait is a year for a hip replacement, that is a year during 
which that person ip withdrawn from the work force. And he and 
she and the family suffer and have to draw on other societal re- 
sources and are non^ontributing members of society during that 
period of time. 

We heard a lecture at the Yale New Haven hospital earlier this 
last week from a British cardiac surgeon, who pointed out the fact 
that he had not done an elective cardiac surgical procedure in two 
years, the average wait for cardiac surgical procedures in that 
country being eighteen months if they were on an elective basis. 
He was cioing nothing but emergency cardiac procedures because 
by the time the patients were arriving on his operating room table, 
they were critically ill and emergent. He was doing most of the 
surgery at night and on weekends. The man was very pale and 
very tired. 

Mr. Evans. I guess I would like to conclude with maybe two ob- 
sei-vations about Congress because that is part of this debate. 

One, I am afraid that some of my colleagues in Congress will view 
the repeal of catastrophic health care as a way of saying that my 
further involvement by the Federal government in health care 
areas are probably not good at this time, given the rea».*tion ol 
yourself and some of the senior citizen's organizations. 
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Andi secondly, I am a member of the Armed Services Committee, 
and I am very much in favor of allowing some of this money that I 
think we have been wasting. I think Bruce and I are very similarly 
minded on this backing so many different areas of our economy 
that have been neglected. 

But the administration talks on one hand of a 2 percent de- 
crease. What they are really talking about is a 2 percent decrease 
in the planned increases. And it is very hard to understand what 
that means. But they really have not talked about any substantial 
withdrawal of the nearly 300,000 Armed Forces personnel from the 
NATO countries. And that is about all the progress we have seen. 

So, do not sr-^nd that piece yet. I would like to spend it before 
some of these have occurred, but that is i^oing to De a battle, I 
think, that Congressman Morrison and I will he fighting together 
to bring some of that money back home. 

Dr. Krassner. The fact of this discussion points out though that 
this is a very complicated problem, and our approach, I think, 
would be a very simple way to at least move off dead center and 
give some momentum in that direction while this discussion is 
going on because— I have never been known as being a pessimist, 
but I cannot oee that we are going to move as fast within a year or 
tv;o or three or four. I think it is going to be longer. 

Mr. Morrison. Although that observation truly astounds me, I 
do not know of any other issue in our current public debate where 
the log jam of our political system is as far from the position of the 
American people. 

It has gotten to the point where you have the Lee lacoccos of the 
world essentially for national health insurance at a time when you 
have liberal Democrats saying it cannot be done. This is really 
quite bizarre. And that is— somehow we ought to break through 
that 

It really does seem to me to be the ultimate example of where 
PAC financiiig politics has left us unable to see the forest for the 
trees that we lust cannot imagine telling the AMA, and HIAA, 
and IA(/ and all these folks that the game is over, that now, it is 
^oing to be a very different system, and if you want to be a part of 
it, you are going to have to accept some different premises about 
where we are gomg. 

So we must all get together before we wreck the whole system, 
because we are gomg to tear it apart or make a lot of the same 
niistakes that were made in 1965 because of who made what deci- 
sions and who would not play. 

If you think about Catastrophic, there are two things you should 
think about. One, is that it all turned into a disaster. But the other 
thi;ig that is interestine is that a popular position sort of swept 
away all in its path, and people just finally said, "Enough already! 
We want X." 

If there were a breakthrough of corporations, doctors that are fed 
up with the system that does not work, and patients who feel that 
the current system does not respond to their needs, and they were 
as orffani^ed, as the people who were against Catastrophic, this po- 
litical debate would be very different and would move a lot faster. 
And it is a little bit of our own limitation of vision that is keeping 
this from happening. 
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Dr. Marmor. Could I try to link that up with the Canadian expe- 
rience in this way? In the middle 1960s it was assumed in Canada 
as well that they were a long way off from changing toward physi- 
cian insurance. People assumed that the Canadian Medical Asso- 
ciation would fight like tigers about it; and, of course, they did. 
And they would object to it. 

A commission was set up, headed by Justice Hall, which went all 
over the countnr and got groups discussing this all over Canada. 
And to everybody's surprise, this conservative former Chief Justice 
of the province of Saskatchewan and his whole commission came 
out with some physician support to move ahead. And the barriers 
fell rather quickly. 

Nobody predicted this outcome. And in the same way, I think, as 
we have been astounded by eastern Europe in the last six months, 
people have been astounded by the change in the corporate atti- 
tudes in the United States. This is an unprecedented set of ar- 
rangements. 

Mr. Morrison. But there is no evidence that Jay Rockefeller's 
commission, formerly Senator Pepper's commission, is going this 
way, nor is there any indication that the Blue Ribbon Commission 
in Connecticut is really moving towards that. 

I wanted to ask one more question, Ted, and that is: you men- 
tioned that Canada had a Blue Cross type of health insurance fi- 
nancing system before. What was that transition like, and what 
role did Blue Cross play in that, and— do they still exist in some 
form? 

Dr. Marmor. Yes, they do. 

Mr. Morrison. What form do they exist in and what does that 
mean? 

Dr. Marmor. I think what was found in the 1950s as employer- 
based insurance coverage spread in Canada just the way it did in 
the United States is that they thought they were reaching, in the 
provinces of Canada, a natural limit to the employer-based exten- 
sion—about 75 percent of the population. For the rest you ran into 
small firms, unattached individuals, exactly the problems that we 
are dealing with. And the suggestion was that you could not make 
it universal. You r^ould not get private health insurance to cover 
everybody through any conventional market-like operations. You 
would have to produce substantial subsidies to add on to Blue Cross 
if you were to do it that way, or you would have to replace it. 

The feeling was, as well, that Blue Cross was then starting to 
compete with commercial carriers for hospital insurance and giving 
up its community rating and adopting an experience-rating scheme 
that would over time, produce more and more variations in the ex- 
penditures for hospital care. 

So, the conclusion was drawn that if you really believed equal 
access to this care was important, you would never get it by the 
normal operations of the insurance market. Because even if you 
got universal coverage of some hospital care, as long as you had ex- 
perience rating, it would start introducing variations in the premi- 
ums; and, in effect, create uncovered groups. 

Result. The national legislature in 1957 proposed a scheme where- 
by as soon as 5 provinces had a universal scheme within their prov- 
ince, they would do it for any province. And that happened in be- 
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tween 1957 and 1961. They got a 6, and as soon as 5 did it and the 
government was willing to pay half the costs^ you can imagine the 
others came in quickly. 

The same process happened really in medical insurance. Now, 
what are the common features about both these? They expanded by 
type of service. We expanded by type of population. After all, in 
these twenty years we have not been uninvolved in the medical 
care sector with the government. We have been expanding by 
groups. They were expanding universally for activities. 

During that time, their equivalent provided sponsored insurance 
schemes— Blue Cross/Blue Shield. They had different terms for it- 
Trans Canada. And their insurance competitors fought like crazy 
against the expansion of universal health insurance. No question. 
There is never an instance that they came around. I think the hope 
that they will is a vain one on the basis of the Canadian experi- 
ence. 

Secondly, the terms of Canadian national health insurance are 
that a private health insurance, a non-government health insur- 
ance cannot be sold for the same benefits that the public plan 
covers. In other words, you cannot have a supplementary plan for 
better hospitalization. Or a supplementary plan to cover the fees 
above the fee schedule for very good reasons because they did not 
want— you can imagine why not. 

On the other hand, Blue Cross and Blue Shield equivalents in 
Canada discovered that their relations with employer groups gave 
them an in on the expansion of fringe benefits when health insur- 
ance dropped out of the fringe benefit world and shifted into the 
social insurance world. 

What I mean is that the fixed cost of reaching every major em- 
ployer in Canada had already been paid by all the insurance com- 
panies. When you took one of their market items out, which they 
opposed, it turned out that they had a lot of other things to sell. 
They sold dental insurance. They sold disability insurance. They 
sold special retirement coverage and a variety of schemes. And 
they are, in fact, quite a healthy lot. 

Point. Opposition throughout the period of discussion. 

Result afterwards. Expansion into other markets,: and they di^ • 
not prove to be a decisive element in the political acefeptaibility. i ^ 

Mr. Morrison. I want to thank you all. I thank you for your pa- 
tience to stay and be the last panel. But I think it is important 
that you be the last panel because somewhere among the alterna- 
tives lies the answer. That is clear. Whether we can agree on them, 
that is another question. But we thank you very much, and the 
hearing will stand adjourned. 

[Whereupon, at 1:40 p.m., the committee was adjourned.] 

[Material submitted for inclusion in the record:] 

Prepared Statement of Thomas J. Bliley, Jr., a Representative in Congress 
From the State of Virginia, and Ranking Republican Member 

The title of this hearing, "The Changing Face of Health Care: The Movement 
Toward Universal Access/ masks an uncertainty about what is at stake and pre- 
sumes a consensus which has not materialized. There seems to be a blurring and 
Jumbling togethor of issues which have separate purposes. Before embarking on a 
path assumed by the title of the hearing, let us illuminate some of these issues. 
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First, let us acknowledge that a federal role in providing access to health care is 
nearly as old as the republic itself. The federal government has been providing 
health care since 1798. Today, 54 million Americans, or 22 percent of our total popu- 
lation, receive their "health insurance'' coverage through federal programs. Of the 
$487 billion spent on health services and supplies in 1987, over 40 percent was dis* 
tributed through government programs. Moreover, we have witnessed a tremendous 
shift in the burden of payment since 1965, generally away from the individual, as 
the following table shows: 

DISTRIBUTION OF HEALTH SERVICES EXPENDITURES BY TYPE OF PAYER 

Percentage of expenditures 

Type of payer 

1965 1987 



Federal Governrnent 10.9 16.2 

State and local government U.5 13.7 

Business 17.4 27.9 

Household and philanthropy 60.2 > 42.2 

1 Katharine R. Levil. Mark S. Freeland, anJ Daniel R. Wakfo. "Health Spendtn^ and Abifity to Pay; Business. InMuats, and Government." Health 
Care Financing Review. U.S. Government mung Office. Spring 1989. Vd. 10 Ko.3. p. 7 

At any given point, it is estimated that 7 out of 8 Americans are insured: 22% by 
Federal plans, 54% by employer group plans, and 9% by private individual insur- 
ance. 

Next, let us directly ask, what is the purpose of proposed reform? This is a critical 
question, as would*be reformers offer different rationales for change. After consider- 
in^ all of the testimony, I am uncertain of the central issue about which reformers 
thmk we should be most concerned. Is the purpose to control health care costs? Is it 
to shift public subsidies to redress preceivea inequities? Or, is the purpose to provide 
necessary medical care to individuals who are not receiving the care tney need? 

Let us untangle this confusion and consider each issue. 

Is the purpose to control health care costs? Everyone has a stake in slowing the 
growth in health care expenses. Business has seen health spending triple since 1965 
as a share of total labor compensation. ^ Although individual health spending as a 
share of adjusted personal income was unchanged over 15 years between 19o5 and 
1980, consuming 4.1 percent in each of those years, this percentage increased over 7 
years to 5.5 percent oy 1987.^ Health spending as a share of total receipts has tri* 
pled for the federal government and nearly doubled for the state and local govern- 
ments. The federal government now spends 13.9 percent of its revenue on health 
care, compared with 11.4 percent in 1980, 11.3 percent in 1975, 7.2 percent in 1970 
and 4.2 percent in 1965.** 

A shift to the Canadian system as the means to control costs, as some reformers 
have recommended, may be a "cure" which is worse than the disease. At first 
glance, we Hnd that Canadians seem to pav less for health care, at least in terms of 
health care as a percentage of GNP. In 1987, health spending in Canada was an 
estimated 8.6% of GNP compared about 11.2% here. 

In the debate over health care, cost is widely understood but value is ignored. 
Here we And the cracks in the facade of Canadian health care delivery. Canada, as 
in other countries with state-run health systems, must ration care as a fmite com- 
modity. Thus, promises are not equal to performance. Access to care is therefore not 
free and easy, unlike what U.S. admirers would have us believe. Waiting lists for a 
panoply of surgical procedures have become an increasingly common fact of lite 
across Canada. Resources allocated by central planning result in too many empty 
hospital beds in one area, and too little in another. There are limits on where and 
how physicians may practice. Tliere have been strikes by the country's unionized 
doctors. On a province-by-province basis, health care costs are going up even as Can- 
ada's ailing economy is forced into more austere measures. ' Queuing for care" is 
becoming a common expression in Canada as citizens are introduced to the restric- 
tive nature of a rationed, tightly managed government system. 

Next, we should consider whether the issue is not reall3^ about health care, but 
rather that is about providing subsidies to a new population to redress perceived 



« Ibid., p. S. 
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inequities. A great deal of public attention ha3 been directed t' a significant 
number of Americans who do not have health insurance. This moves us to inquire, 
"who are the "uninsured?*' 

Approximately 15 percent of Americans are uninsured, but only 1 in 7 have no 
workforce attachment. To state this perhaps more precisely. 70 percent of uninsured 
adults are in the labcr force. In half of the uninsured families, the head of the 
household is employed on a full-time, full-year basis. However, most are uninsured 
only temporarily. 

Roughly 1 in 3 of the uninsured are children. This is a very critical point to 
V policy-makers in general and the Select Ck)mmittee in particular. The search for a 
solution leads us beyond the issue of health care. We find, once again, that we 
cannot separate the status of the child from what happens within the home. Chil- 
dren living with only one parent are twice as likely to be uninsured as children in 
two-parent families. While 20 percent of adolescents living with just one parent are 
uninsured, only 10.7 percent of adolescents who are living with both parents have 
no health insurance coverage. Parental employment is definitely a key to health in- 
surance status for children. Only 9.5 percent of adoleibcents who have a full-year, 
full-time working parent lack health insurance coverage. 

It is also misleading to assume that all uninsured children are poor. The Office of 
Technology Assessment has found that: 

"Despite the strong relationship between low family income and the likelhood of 
being uninsured, it should be recognized tnat for adolescents, as for adults, it is by 
no means true that all the uninsured are poor. While 41 percent of uninsured ado- 
lescents live below the Federal poverty level cne-third of uninsured adolescents are 
between 100 and 199 percent of poverty, and more than one-quarter are at 200 per- 
cent of poverty or above." * 

There may be some concern about equity in the present health care system. Hut 
we must carefully consider the impact on our welfare system as well as the he/ilth 
care system before extending new subsidies. Do we wish to extend new subsidifis to 
the non-poor? If we decide that we should, do we need to shatter the entire hoalth 
care system to do so, as some reformers would have us in adopting the Canidian 
system? 

Finally, if we assume the purpose of reform is truly about providing ner^essary 
medical care to those most in need of services, then the Committee should consider 
a strategy different from than those presented at this hearing. There is very little 
explanaUon of how these proposals will result in improvement in our health status. 
There is no mention of our public health system which includes more than 3,000 
local health departments naUonwide. And much of the work in public health is de- 
voted to the very population targeted by the rhetoric— pregnant women and chil- 
dren under the age of 6. Are we to simply abandon this vast system? 

The effective provision of medical services is wh^^t reform should be about. We 
need to shift our emphasis from process to client oufxiomes. In other words, our real 
concern sliould be, ' why are we not finding better results for the public resources 
we are already spending?'' Between 1977 and 1987, health care spending on behalf 
of children virtually tripled ($19.5 billion to $52 billion): in the same period, per 
capita health spending for children 19 and under jumped 177 percent. Yet, for all 
the spending, the results are a disappointment: infant mortality remains unaccept- 
ablv high, low birthweicht rates have not changed for several years, basic immuni- 
zation rates against childhood diseases are low among young children, and we will 
fail to meet manv of the national health objectives which were established for 1990. 

Clearly, something has gone awry in how public policy has been crafted and im- 
plemented on health care delivery. Despite our good intentions, we have established 
a maze of programs that by nature make frustrating and difficult for the needs to 
take full advantage. 

In the case of health care delivery, we are finding more widespread agreement 
that serious changes are needed in this country. Within that context, however, I 
strongly advise my colleagues not to expect an instant solution, a magic wand, from 
north of the border. 

Let us instead fill the gaps in the existing public health system. I have introduced 
the Consolidated Maternal and Child Health Services Act (H.R. 2881) which recog- 
nizes that the incremental, categorical program approach to health care manage- 
ment is a barrier, not a gateway. Under this proposal, the emphasis on health out- 



U.S. Congress. Office of Technology Assessment. "Adolescent Health Insurance Status: Anal- 
yses of Trends in Coverage and Prefiminary Estimates of the Effects of an Employer Mandate 
and Medicaid Expansion on the Uninsured—Background Paper." Washington D.C.: U.S. Con- 
gress, Office of Technology Asaesament, July 1989. OTA-BP«H-56. p. 6. 
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comes would enhance the abilities of the stat<»s and localities to meet their respec- 
tive needs. It would also help to control the runaway administrative costs which 
have plagued every level of the delivery system. 
Change is necebsary. But let us be quite certain about where we want to go. 

O 
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